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ABSTRACT 


The objéctivevort this study is to examine the effect 
of federal education grants on New Brunswick economic devel - 
Opment. from 1945.to-1967. 

For the economist who is mzinly concerned with the 
dl location of “resources, the distribution of income and 
stable growth, the structure of government is of interest in 
that it implies patterns of resource use and income distri- 
bution. ie is thus necessary to establish that Canada does 
have a federal government and how this fact influences the 
attainment of the economic objectives of equity, stabiliz- 
ation, eff:.clency, and growth. 

In a discussion of federal-provincial financial 
arrangements for education, thé-two objectives, efficiency 
and growth, are most relevant. In terms of efficiency, 
expenditures will be sUb=cutimal “if “epillovers*exiet. 1 *Fed- 
eral grants can thus be justified in overcoming this alloca- 
tive inefficiency. Federal grants would alse be justified 
if provincial growth can be shown to be stimulated by them. 

The. eitect. of Tederal contributions to education, 
the percentage of 5-24 year olds enrolled in public educa- 
tion, the percentage of total enrolment in post-elementary 


schools, and net migration by education level on per pupil 
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current education expenditures are examined closely. The 
migration variables (measuring spillovers) appear to be 
insignificant in the determination-of per pupil educational 
expenditures which might indicate that spillovers can be 
discounted as a justification. for federal grants to edu- 
cation. 

The effect of education expenditures on economic 
development can be examined by use of the simple correla- 
tion, the manpower needs, the retuxns-to-education, and the 
residual approaches. The latter appeared most useful as a 
means of measuring the importance cf federal funding otf edu-.- 
Cation as an input into the production process in New 
Brunswick.. To further supplement the analysis, the data fos 
federal education grants are derived in a complete review o1 
the histor:.cal development of the any different programs. 

When the effect of federal funding of education on 
Gross provincial product is. examined, it..appears..that va 
positive relat Onshapuen sts... Omsthis basis, and until 
there is further evidence to the contrary, it would appear 


that the,.federal education grants are justifiable. 
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CHAPTER I 
FEDERAL AID AND EDUCATION 


Thvsvolssertation is an attempt “to justify federal 
education grants. The data used in justifying federal edu- 
Cation grants derive from the experiences of New Brunswick 
Curing the perzodyi945 qo 1967. While much attention is 
given to compiling the actual grants of the period, the 
chief theoretical concerns are efficiency and growth. For 
DUrecurpCsées, efticrency @s defined as the degree to which 
the allocation of grants conform to community preferences, 
while growth is treated as the increase of output per 
capita. 

Although conditional grants are familiar devices in 
federal finance, they have been the object of considerable 
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ae een LO rand ~COonUmoversy. tin dill tederamtsystems. The 


: lin this instance, the community preference schedule 
referred to is that of the province receiving the grant. 
Although one might wonder at this assumption, it is neces- 
sary to determine the welfare implications of policy. 


oF of books dealing with the subject, see A. H. 
Baxvch Federalism bimance and) Social legislation vimiGanada, 
Anst naluay Aidithe United Siates. (Oxfords 'Clarendon Press, 
19559 « GIOE)L i Break, Gnteroovernnental Pisccaly Relations in 
thee UnitedyStates (Washington: © The Brookings: Institution, 
1967); E. J. Hanson, Australian Commonwealth Grants Commis- 
Sionsy Canaddi ahi tax! Paper Nos 20) (Torontot Canadian: Tax 
Foundations” 1960)geandid ../As Maxwell, ThesPiscals impact of 
Federalism in the United States (Cambridge: Harvara 
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concern of economists has been with two aspects of the ques- 
EHOn, phamely, the sustipication for federal \grants; ,and 
Eheirecondivionalitye | A; priacipal concern ,of «this \inquiry 
is the justification of federal education grants. 

The issue of federal grants has acquired special 
importance because of the widespread expansion of governmen- 
talhresponsi:bilitiesgafiter: World War Il. Prior: to the war, 
each level of government perceived its own responsibilities 
asersolated. fromethoseuof the sother levels. «However, 
increasing government responsibility in health, education, 
welfare, urban planning, consumer protection, stabilization, 
economic development, regional disparities, the environment, 
and other policy areas has brought to an end the view that 
the concerns of each level are fixed, identifiable, and 
clearly distinct. The ways in which fiscal resources are 
allocated between levels are not perceived as permanent. 

During the post-war period, the governments of 
Canada began to recognize the importance of education as a 
generator of economic growth. Recognition of the importance 
University Press, 1946). For Canadian references, see 


Luella Gettys, The Administration of Canadian Conditional 
GihantsalGhicagoss svublverAdmini stravroni Service, loss): 
Jere Granam, fiscal Adjustment and Economic, Developments: A 
Gase Studysotenovacscomia Chonontod. University qofwil oronto 
Press, 1963); J. A. Maxwell, Federal Subsidies to the Pro- 
vincial Governments in Canada, Harvard Economic Studies, 
Vole EVI (Cambridge: Harvard University Press, 1937). 9D. V. 
Smiley, Conditional Grants and Canadian Federalism (Toronto: 
GanactanAbax Boundationy Loose andyeGeonge LE. Garter, 
Canadianecondutional Grants Since World War IL (foronto: 
Canadian” fax Foundation {49 7): 
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Of education is evidenced*in the following quotation: 
"During the post-war period, it has become increasingly 
apparent that the future prosperity of a nation will depend 
in large measure on its success in creating’ and maintaining 
an adequate supply of professional, technical, managerial 
and other highly skilled manpower. "> Governments, in line 
with this thinking, dramatically increased their expendi- 
mUpec On education (see Pable 2-1). The British North 
America Act had restricted expenditures on education to the 
provincial governments. Provincial revenue sources had 
also been restricted by the BNA Act, and these sources were 
limited further by the various federal-provincial tax agree- 
ments undertaken atter 1949: "As a’resuit,'’the vast post-war 
growth in educational expenditures required considerable 
federal de facto. support. 

Education exhibits the characteristics of a "non- 
private" good in that it generates externalities from the 
point of view of the individual consumer (student) and the 
government providing the good (province). Therefore, to 
ensure optimal levels of expenditure on education, provin- 


cial expenditures on spillovers should be compensated. ° 
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“canada; Peoénomic Council of ‘Ganada; Economic Goals 
for Canada to 1970, First Annual Review (Ottawa Queen's 


Printen, @L964)%. p= LGOr 


tr Bat Br mvaume vitaws S otatutes etc, “British North 
America ety leo 7-P'S0-Si Victoria; che 3. 


“This iLgiie Coprc dealt within Chapters™Ef!l and 
IV. As well, see Carter, Canadian Conditional Grants, and 
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TABLE 1-1 


OPE RAGINGeCOalScOr PUBLIC. SCHOOL. BOARDS. . 
CANADA, SELECTED YEARS, 1954-19672 
(MikVions of Dollars) 


Year loepak teGosis 
LS ESV2 ES Wa Aue Oem ee ae anne eae oe Bane 
OO eet ee ee ee ee es 606.8 
AC OG a URY Eee later pe) Oe: og DOT ws 
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a 1 Cede ° ° 

The primary sources--Canada, Dominion Bureau of 
statistics, Sunvey of -Elementary .and Secondary Education, 
and Survey of Education Finance--do not contain material 


prior to 1954. No additional data were available in A Con- 
SolLidac von 2Or, Public (hinence otebistics. 


source: Canada, Economic Council of Canada, Some Econ- 


omic Aspects of Provincial Educational Systems, 
Scat SOLU Ome veweo ies. Oust. the PEye Pomworn 


andaGsiwinnvenaag WObeawas.»elntcrmation, Canada, 
HOT 200s 


New Brunswick was selected as the data base for 
several important reasons. That province has experienced 
most of thesproblems ofthe "poorer" province in attempting 
to finance education expenditures. Yet, it has exhibited 
considerable concern for its educational services, appoint- 


ing three Royal Commissions on the subject. As a result of 


Burton A. Weisbrod, External Benefits of Public Education 
LPrinee ton tyubacdustemalanekhationg ySectidn. Depamement ot 
Economics, Princeton University, 1964). 


oT he two dealing most directly with schools are New 
Brunswick, Royal Commission on the Financing of Schools, 
Reporter Prederictons, Queen's Printer,’ 1955), and New Bruns - 
wickehnoval Gommussion son-Higher Education, Report 
(Fredericton: Queen's Printer, 1962). As well, New 
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the province's commitment and experience, there exists both 
a body of data and some well-documented conclusions. 

There are two other important consequences of the 
enor cev’OrthisMtopic ys -oaince™ thet data’ published. by Statistics 
Canada are incomplete, a new set of data on federal grants 
for education has been devised. § Secondly, this “study )con- 


mr lLbpusec’ toe the lknterature On educational returns in "Canada. 


1. Hypotheses 
The analysis of education grants is conducted with 
the aid of two sets of hypotheses as follows: 
pic snoun toon spending on educetion within a civen 
Meroe ctl On depencswon) (alhebilicy io spend, (>) need to 
Spend.) anc tc) swrblenoness to. spends) and 
2) economic development is enhanced by an increasing 
level of education in the population. 
The specific reasoning is that federal assistance to educa- 
TIONS JUStintee. Ci tier it athere are youbctantial “spillovers 
decreasing the level of expenditures on education below an 
Brunswick, Royal Commission on Finance and Municipal Tax- 
ation in New Brunswick, Report (Fredericton: Queen's 
Printer, 1963), deals with some problems of education. 
ite bese sStauictrcs: available from statistics Canada 


are to-be Pound dn°Survey of "Education Panance which has been 
publishedVennvally Ssincegwooal’ VataloriorecoNlooAare scar - 


tered throvghnour other=publications. of Statistics’ Candda, 
such as Survey of Elementary and Secondary Education, Survey 
Or HighersEdudatitonvana the’ PublicvAccounts of the Gévern- 
ment of@andda.” Rather=than piece ‘these non-comparable data 
togethers a new definition of education’ expenditures 1s 
developed in Appendix A using original sources. 
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optimum Tevelrand/or ifs there are benefits ino the) form. of 
economic development. 

When the first set of hypotheses is adapted to take 
into account spillovers, it becomes possible to consider 
Questionstof federalygrant policy. Available! data precludes 
consideration .of New Brunswick alone and thus the analysis 
of spillovers is conducted on a cross-sectional basis. The 
second hypothesis, relating development to educational 
stock, is examined for New Brunswick. 

To date, two types of arguments have been employed 
in Canada as justifications for federal aid to education, 
namely, those of an economic nature, and those involving 
considerations of equity. A number of the benefits of edu- 
CaLdone arethad 1Onetua mi Sicope is For) instances «the! maintenance 
of international diplomacy depends to some extent on educa- 
tion.® An underallocation of resources to education by the 
provinces would therefore decrease some national benefits. 
An underallocation by the poorer provinces would also aggra- 
vate problems of inequity. The supportive argument holds 
tiditt such) pOlicres would suntairly Llimztethe opportunities 


available to children raised in poorer regions. 


SR oy E. Moor, "The Federal Government Role in 
faherstducationa any beonomi cs wrulligher Educaulon. eds by 
Sel mai Jti Mushkini(Washington,oD.C.2 oU.S.e Departments of 
Health. Bducation ana Weltiere,, Office of Education, 1962).- 
Moor motes that: deéereased social costs from inefficiencies 
and illnessesscwhileibasic research*which atselt, hasrno 
yield but which provides the basis for subsequent develop- 
ment ofvuseful products, are national benefits of,education. 
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The grants themselves have been subject to numerous 
problems. Education grants have been the subject of almost 
unilateral initiation. The result has been poor utilization 
Gin bhesorenitss@ pant iucubanlyadniythe tanst)yeans! of) operation. 
As well, the apportionment and matching formulas for the 
grants have been the subject of much criticism. Economic 
theory suggests that a higher level of social welfare would 
have been attainable with unconditional grants.” 

Lastly, there has been much discussion in the liter- 
ature as to whether it is better to proceed by developing 
each province without regard to national growth rates or to 
develop nationally without concern as to the location of 
growth. No attempt is made to discuss that question here 
because such a discussion is usually fruitless, there being 
arguments for both methods of proceeding. 

Of these many issues associated with federal involve- 
ment in the educational process, the ones of special concern 


in this study are spillovers and development. 


Zo) LOrganig ab lon 
There are many ways of organizing the material which 
makes up the remainder of the thesis. Most would be valid 
and most. would assiet in) clarification and elucidation of 
the tindings. The omganization chosen here is Topical. 
?Wallace E. Oates, Fiscal Federalism (New York: 
Harcourte"Brace, Jovanovich, iInc., 1972), po. (Sera. TThere 


is an implicit assumption that the provincial community 
indifference curve best represents welfare. 
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Chapter Il consists of a brief survey of the goals 
Ofas federal system Orgel inance.,  Equilty, stabilization, 
efticaencyy.and growth are«examined in turn... Thesgoals’ are 
interconnected and simultaneous achievement of all goals is 
now alwaysepossiblesh.Bhe purpose,of, Chapter, II is to put 
into perspective the concepts of efficiency and growth, two 
goals which are the focus of the remainder of the thesis. 

Chapter III presents a survey of literature with a 
view to discovering how responsibilities should be allocated 
in a federal system. Particular stress is given to such 
characteristics of the public good as indivisibilities and 
externalities. As well, there is a discussion of multi- 
level governments. When the two discussions are coupled, a 
justification for federal grants is derived. 

The first set of hypotheses is tested in Chapter IV 
on the basis of cross-sectional data for the ten provinces. 
Per pupil education expenditures are hypothesized to be a 
function sot ska) spillovers measured by migration distributed 
by educationplevebwalbhinederal grants, and (¢) senrolment 
he by level of schooling and as a percentage of population. 
Because the only data available are those found in the 1961 
census, extensive testing of the relationships between the 
independent variables and the dependent variable is impos- 
Siblie..meEVeMniSOarassentative ewaminationeof)the results 
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Chapter V provides a review of literature with a 
view to identifying the contribution to growth made by edu- 
cation. The following four approaches are analyzed: simple 
correlation, manpower needs, direct returns-to-education, 
and the residual method. After an examination of the posi- 
tives and negatives of each, the residual approach is chosen 
to test the second hypothesis. 

In Chapter VI, the second hypothesis is tested. 
Here, a variation of a Denison-type model is estimated for 
the Province of New Brunswick. Output in the model is 
represented by gross provincial product while the inputs are 
labour, capital, and federal education assistance. Since 
all variables are most readily available as first differ- 
ences, they are left in that form so that the parameters 
represent marginal physical productivities. 

Chapter VII, which concludes the study, provides an 
opportunity to evaluate the policy implications of the 
results of the study. Because the 1945-67 period is unique 
aS Lan as aconditional grants for education are concerned, 
the chapter provides an opportunity to establish the attri- 
butes of conditional grants. 

Two appendices accompany the study. The first con- 
tains an yhistoricall (1945-1967) compilation of the grants 
programs administered by the federal government. The second 
provides a review of some of the demographic, educational, 


and Economie attributes of New Brunswick. 
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To facilitate communication and understanding, it 
may be appropriate to elucidate the meaning of some basic 
EeCMSPMceoy oe Lins ciudyie"hederalism, "ini particulary iis a 
rather elusive term. Wheare has isolated several features 
common to federal states. He defines these features both in 
terms, O£+ Constitutional) bawand) in terms ‘of political rela- 
tionships. Accordingly, federalism implies that "The gen- 
eral government,. like the regional governments, should oper- 
ate directly upon the people . .. each government should be 
limited toeitssowngysphere, and, within that sphere, should 
be independent of the other. "+ 

Another conception of federalism holds that federal- 
ism exists when inetitutions, values, attitudes, and pat- 
terns of political action operate to give autonomous expres- 
SnOnjco arpnational spoliticalssystem and to regional politi- 


aoe 


cal systems. The autonomy of each of these systems is 


counterbalanced by mutual interdependence. 


10K C. Wheare, Federal Government (4th ed.; London: 
Oxrora UDIVErSUEy 2 resGal JOG) pa ts eelobkerton. pp. WG=20 
Wheare finds that because the judiciary are appointed feder- 
ally and because the federal Parliament can prevent the pro- 
vincial legislature from legislating on provincial subjects, 
Canada's constitution is quasi-federal while in practice 
Canada is predominantly federal. 


lene, Se view is an amalgam of the views expressed by 
We S. Livindstone, "“AvNote on the Nature vor Pederaliscm,.” 
Political Science Quarterly, LXVII (March, 1952), 83-84,).and 


R. L. Watts, New Federations, Experiments in the Commonwealth 
(Oxford: Oxford University Press, 1966). 
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Another view “1g "that “of “Riker; who “imterpréteilf eder- 
Srionmeawnieterns Of “bargalarng theory s SFor*Riken, Waves yet em is 
considered to be federal if "(1) two levels of government 
rule the same land and people, (2) each level has at least 
one area of action in which it is autonomous, and (3) there 
is some guarantee (even though merely a statement in the 
constitution) of the autonomy of each government in its own 


le Riker's conception of federalism is adopted in 


sphere." 
this study because of its greater linguistic precision and 
operational flexibility. 

The meaning of education also requires some elucida- 
tion. The BNA Act treats education in a narrow sense. In 
this study, a broader definition seems desirable because 
spillovers and growth effects arise not only from expendi- 
tures on formal schooling but also from expenditures on "on- 
the-job training" and other similar programs. ~ Does 
desirable, therefore, to consider education as the "develop- 
ment in knowledge, skill, ability, or character by teaching, 
trainang, Study, ox ee ence However, because the 

tows Tiwam H. Riker, Federalism: Origin, Operation, 

Oar ee 


Significance (Boston: Little, Brown and Company, 1964), 
Dee 


ae. Si) Becker,’ "investment: in Human Capital yA 
Theoretical Anawysis, Journal of: Polatrcal Economy.) LAX 


No. 5,4Pt. 2, Supplement (October, 1962), 9-49. 


14th orndike-Barnhart Comprehensive Desk Dictionary, 
ed. by Clarence L. Barnhart (Garden City, New York: Double- 
davivahercompanys. Lic... uk 956)5. ps 26S. 
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effect of education expenditures by government is examined 
ie this study “education” 256 used inva Limiting way to refer 
to formalized training programs. 

Finally, the reader will note references to "prov- 
mmces' throughout the ‘study. For our purposes, “province” 
and "state" carry interchangeable meaning. "Province" is 
employed with predominant frequency in order to preserve 


linguistic continuity. 


4. Conclusion 
A study of federal grants can never be complete. 

There are always changes occurring in both federal-provincial 
arrangements and actual goals. Because this study examines 
education grants to the Province of New Brunswick for the 
Vears,d945.t0.196/,3 10 as) constmained.in time, -instype of 
grant, as well as in geography. Yet, the questions examined 
are broad ones, which have become important because of the 
rapid expansion of government responsibilities and the grow- 
ing realization of interdependencies in a federal system. 
This study, hopefully, assists the reader in understanding 


some of the complexities faced by a federation. 
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CHAM Ene Lt 
THE® GOALS “OR -MULTI-LEVEL “FINANCE 


The decisions and operations of governments must be 
Mecerend Catried OuL with concern forvequrty, stabilization, 
efficiency, and growth. While there is no consensus about <¢ 
Serinitron or the, term "equity,"“lt vis normally used to refer 
co the ete cion OF aneome, . In any partrcular society, 
there is an impression about the desired income distribu- 
tion, although differences in opinion exist, “It (is. possible 
for decision makers to perceive the meaning of equity in any 
given circumstance and economists can then methodologically 
indicate: how ecohomic policy can be used to attain the 
equity objective. Various types of equity will have differ- 
ing consequences for the economy. 

Stabilization | ther attaumment of: low Levels of unem- 
ployment simultaneously with little prreenuinChease) 1s 3 
UGal to Which thes attentiionnor the polacician sand the vecon- 
omist muss besturneds GHostility im general publiccattitudes 
towards unemployment and price advances may affect voter 
behaviour. “Moreoverseiailure to.attain price: stabibity 
coincident with low levels of unemployment generates econ- 
omic problems in many areas, including business financing, 


balance of payments, and others. 
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TOA a DelLLeck Maker wiresource allocation is deter- 
maneC by POLCes..) Since this: isnot poossibhe for public vgqoods 
Wpublic good characteristics such as indivisibilities, .extreme 
externalities, and no price exclusion make it impossible to 
set prices,, the neutrality of government policies becomes 
mepoptanl 45..an,-elLliciency norm. ..Growth,:,.om an, incneasaing 
output in an economy, remains an important goal. 

Public finance cannot always separate these goals in 
theory: op prn polacy... A .Given action by.government.often affects 
more than one goal, sometimes in a negatively non-neutral way. 

Allocating funds to achieve the QOgd ees ae att veut 
problem in any state. Complications arise where there is more 
than one level of government, constitutionally given exclusive 
jurisdiction over certain fields while having coordinate 
Jurisdiction Over Olver tilelds. 9’ [vids necessary to make 
adjustments in the theory of the public sector to take into 
account the division of authority between levels of government. 

In the case of Canada, the British North America Act 
allocates to the provincial governments certain exclusive 

ms discussions ot che economic goals ofmascountry ycan 
be found tr Canodes, .hconomic Councul.of, Canada, Econom.cyGoals 
PGE Canad LO via. ihe: Gouncih also. aicludes balance .of oav— 
ments equilibrium and balanced regional development in their 
goals. R. A. Musgrave, The Theory of Public Finance (New 
York: McGraw-Hill Book Company, Inc... TO50 eee nd ineecyer ak 
Systems (New.Haven:,. Yale University Press, .1969).,, pp. 4- =32, 
divides the government sector into three branches: (1) allo- 
GaAviGn, U2) eGiotrLpution, and \ 3) Stabilization .and snowth. 
These correspond to.the.four goals here. Musgrave assumes 
that eacn branch is to work independently on the assumption 


that the other branches perform their respective functions 
properly.) [nis -angument is referred to again in this ‘chapter. 
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powers; Gnumenated ineseotion 92. wSections9h lof »tbhedBNAvAct 
gives the central government power over "all Matters not 
coming within the Classes of Subjetts by this Act assigned 
exclusively to the Legislatures of the Provinces," and then 
goes on to enumerate certain specific powers. Canada, then, 
is one of those cases for which an adjustment must be made 
in the theory of public goods to tzke account of multi-levei 
governments. 

This chapter examines the objectives of federal 
finance as it is treated in the literature. The goals are 
considered separately, i.e. when one is considered the 
remaining goals are assumed to have been established. This 
is partial equilibrium analysis, while in practical applica: 


. : 3 
tion, all goals must be set simultaneously. 


1. Equity 
Usually, in unitary states, equity discussions refer 
to the distribution of the burdens and benefits of govern- 
ment finance between the rich and the poor. In recent years, 
however, the issue of geographical inequality has become as 


important in the literature as that of personal inequality. 
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~John GAtHeadNeen hae .antiele “Public Goodsmand Sep- 
aration of Branches, Pubbic Finance, XXV (1970), 546355, 
points sout ihe tivtihe seperation or branches ifor) setting jpol- 
icy leads to problems in maximizing welfare. 
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Changes in technology and world demand, the discov- 
ery and depletion of natural Heo Vie wen and the decline of 
rural’ society contribute to the comeee ay changing fortunes 
of particu..ar geographical areas.” Geographically, even 
small countries, such as Switzerland and Luxembourg, are 
faced with these regional disparities and in much greater 
degree so are larger countries. 

An examination of geographic equity must be based ‘on 
an economic region which is homogeneous in at least one 
important attribute. These attributes might be economic 
performance, market size, social and cultural features, 
Povoical features, and ddministrative jurisdiction. . Vhis 


study uses provincial boundaries in defining a region, both 


a ct a 


4u Geographical dvstance, of course, is-not the only 
factor favouring the assumption of a degree of independence 
by the different regions of a country: there are also such 
Pactors aS local 'mentalaty', xcacial structureé.and others, 
to be considered. The eastern part of the Republic of Niger 
may serve to illustrate this point." L. He. Klaassen, Area 
Economic and Social Redevelopment: Guidelines for Programmes 


(Paris Organization for Economic Co-operation and Develop- 
Went. 1965) fepPeLoe 


F 

~The cases of Switzerland and Luxembourg are cited 
by TSUNG Brewis$S"Regional Economie Disparities did Poelir- 
CLese%Gimn GecH: @siteereand L. B. Smith, Canadian Economic 
Problems and Policies (Toronto: McGraw- Hill Cofipany ofPe? 
Canadal SPOT pps 635-51.. Other-unitary states have been 
dealt with in the literature on regional inequities. For a 
Boece ilove ooroqder might’ refer to HH. Ba. Chenery . 
"Develooment Policies for Southern Italy,” Quarterly Journal 
of Economics, LXXVI (November, 1962), ~515+47. "Several coun- 
tries, iMeludino federalOond unitary states; are=referréd to 
in shes artietetby Jt AGO Williamson, “Regienab Inequality and 
theeProcess*of National Development: A-Déscription ‘of! the 
Patterns," Economic Development and Cultural Change, XIII 


(July 96d), Leas 
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because these boundaries define administrative units and 
because statistics are more readily available by province 
than by other divisions.°© 
The principles of equity which have been advanced in 
ejerbiterarure on Leceral finance can be divided into four 
basic categories.—.These principles are referred to as fol- 
Movcow- aj the principle of federation as a family; (6) the 
principle .of derivation; elute: principle of equalization: 


ended) the printvaple of equalization of the fiscal.residuum. 


ei thhe-Primciple..of shedemation ias ja Family 

In classical public finance, theory, the ae ence 
social benefit (MSB) of an increment of government expendi- 
Pure He Shine es cual Ouetuak + nosmard inal socialecosty(MSG)., it 
there 1s. to be;an..optimum allocation of resources.in.the 
economy. This efficiency norm was extended to federal 
finance by Bhargava who made it a principle of geographical 
distribution. The national-benefit from public expenditures 
would thus be maximized ene 


Marginal benefit from different items of state expendi- 

tube. (such as ecucabron,ouplic healtn, lawvand order, 

CUO ELC) An oa eat 

= Marginal benefit from different items of state expend- 
HeURe Tas Stal eqsen GS. CUA i. ho eG. 

= Marginal benefit from different items of federal 


ee ne er A Re 


Oranada; Economic Council of Canada, Towards. Sus- 
tained eandibalancedu: EL Growth, Second Annual Review 
(Ottawan, Queen's Printer, .1965)....Muchsof<«<the literature on 
federal states refers to oe ., equity, using the pro- 
vincial or state boundary as a reference point. 
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expenditure (such as defence, civil administration, 
ates) , 


If tastes implied by this decision rule are the same 
Bisa l t Pontos! the rule amounts to ensuring the same amount 
of government services and taxes in each province. The 
result is “hat more’ funds have to ke spent by the federal 
government. on poorer areas in order that the marginal bene- 
fits may b2 equated in all provinces. This may be.done in 
two ways. The federal government can distribute its direct 
Pxpenditures in such a way as to equalize the marginal. bene= 
fits in provinces, or preferably the federal government can 
Give grants to the provinces so that the states themselves 
could equate marginal benefits.© 

There are two basic disadvantages of the system 
advocated by Bhargava. First, the system of grants advo- 
cated would require the federation to have a social welfare 
function to weigh the net fiscal advantages of the various 
provinces.” Secondly, the system does not suggest any prac: 
ticable method by which marginal benefits can be measured 


and therefore gives no operational guidance. 


LGD Bhargava, The Theory and Working of Union 
Finance in India (London: George Allen and “Unwin Ltd. 
EIOGISS Mek GO 

“ibid. 

9 


It is because of this "share-and-share-alike" 
aspect of the system that it is labelled "federation as a 
Pam ane op Score, | ine Econom Go: Godls of Federal 
Pinance, tru uc anence, 51x (1964), 257. 
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186) ine roineiple of Wenivars on 

The principle of derivation is based on a simple 
concept. Basically, it involves dividing federal expendi- 
SULes ANntLO- two partisy* Ther first part’ ais direct federal 
expenditures (on federal’ functions), while the second part 
is comprised of payments to the-prcevinces. The latter are 
to be distributed to the province from which the revenues 
are raised. 

The’ only redistribution of. income is a result of the 
direct outlays of the federal government. For example, 
redistribution may be on the basis of the age profile of the 
provinces where ondvage pensions Gr family, allowances ame 
dvsbursed by: thes federal government). The nature of the 
federal programs thus determines the degree and type of 
redistribution. The principle of derivation does not have 
much appeal as a means of equalizing incomes in various 
states partly because there is no deliberate federal equaliz- 


ation. 


441) Theil Principle of equalization 

There are’ various plans which fit: into the category 
Ot equalization grants.” Each plan attempts to» give’ grants 
according to some objective criterion tcoriteriay.em whicn 
needs, revenue capacity, quality, and effort are examples. 


Tiehabplacataenssof this -principle*are numerous, in theory 
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and in practiée, +? Musgrave has analyzed seven plans in 
which the criteria are mixed.tt Any of these plans could be 
applied in.varying Renee according to whether the equaliz- 
@tron- is to.be 100 per cent and whether all needs (revenuesi 
Soe.) are taken into account. 

Objections to the principle of equalization are 
usually on the basis of the consequences such plans have for 
the achievement of economic efficiency. The objections in 
terms of economic efficiency are discussed later, but 
PE wetly anpolve mobi ity sot capital and/or labour, or the 
prpecra On provancaal taxe-ctfort, and/or accountability. 

The principle of equalization is attractive in that 
the number.of measurable criteria available makes it oper- 
ational.+? Wherewic. oon a then oy “LO the principle iin 
that the degree of equalization of well-being can be varied 


according to the number of criteria used in determining the 


plan to be implemented. 


oe a 


LUthé first in Canada were in the arrangements for 
Confederation. See Maxwell, Federal Subsidies. 


aoe | A. Musgrave, "Approaches to a Fiscal Theory of 
PotirticaleFederaliism;" -an-Pubiie a eee 
and Utilization... Spe cial Conference Series, National Bureau 
of Economic Rese anche Vou. SXRD (Princetons* Printeton 


University Press, 1961). 


eal gases eel eC eh SG ie seca Sea ie Prov- 
inees (lesente: , Canadian Tax Poundation, 1961), makes a 
"oOloneerince venture" into the pos sibilawy of developing 
mMeasMrablehcerterialroriCanada.- Part-Ivdéals with what the 
principle of equalization involves while Part II examines 
the measurement of criteria. 
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iv) TheyPrinciple of Ee@ualization 
of the Fiscal Residuum 


In his article "Federalism and Fiscal Equity" 
Buchanan proposed a principle which would equalize the fis- 
Gal residuum (the difference between taxes and benefits).for 
people of equal incomes living in oifferent Blcec 

There are two ways in whickr the fiscal residuum 
might be equalized. The first would obligate the federal 
government to establish differing tax rates in each region 
to take account of the provincial.residuum.. Although this 
System: preserves provincial autonomy, it:might,,not, -in.gen- 
eral, be acceptable fromyacministrative,.(for.vexamplés .cox- 
poration domicile wand tromeleqab=-consta tutLomal aspects. 
Buchanan recognized these othe SHE 

The second way in which the fiscal residuum can be 
equalized is to make grants to the provinces in order that 
they might adjust their local taxes and benefits until 
nation-wide horizontal equity is achieved. Scott objects on 
the grounds: that an individual's fiscal residuum may result 
from many combinations of taxes and benefits. Having the 
Same t1Scal residuum, thererore, does not quarantee that va 


Cerson Willy remain on thersame andiiference curve. He can 


likely move to a higher or lower indifference curve by 
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i. Ms Buchatian, Federalism and Piscal, Equity,” 
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American Economic Review, XL (1950), 583-99. 
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moving to another province with the same fiscal residuum but 


a differen tax-expenditure combination. +? 
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By definition, federalism implies that the provin- 
Cial governments and the central government are individually 
responsible for their own taxation and Less policies. 
femrestl s tevthat boi the provinces’ and the federal gov- 
ernment have an important influence on the level of aggre- 
gate demand. Given this situation, and that economic insta- 
bility may be distributed unequally, it becomes obvious that. 
federations must deal with stabilization problems. For con- 
venience, the literature can be divided into fiscal and 


monetary aspects. 


igtFiscad«Policy 

faethe literature: on fiscal policy in federations, 
provincial finance has been treated frequently as an untidy 
sector of the economy. Provincial governments cannot be 
grouped with the private sector because they do not act on 
théeobasisyOkemarketamokavabions«noricahn they) bésconyeniently 
lumped with the central government because the provinces 
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that the provinces can take may nullify central stabiliza- 
tion policies. 1° 

Since in a federation, the*central government can 
counteract any spending and/or taxing policies of the prov- 
inces and the provinces can reduce or negate the aggregate- 
demand, agyregate-supply policies of the central government, 
it would be inappropriate to advocete that each government 
acu, independently." it 1s also not. satisfactory. to advocate 
centralization, Lor many provincial expenditures, such’ as 
social transfers and public works, may be more appropriately 
varied and postponed than some federal expenditures such as 
sushi cae aaa Although there may be historical reasons to 
believe that provincial governments do not take account of 
the macro-economic consequences of their actions, it does 
not necessarily follow that the provinces are indifferent to 
the problem. 

Goordination ot tiscal policies (public expenditure 
timing, taxation rate changes, expenditure program changes, 
tax structure changes, debt policies, foreign market oper- 
ations, teanshersand. insurance schemes) As. it seems, the 


most promising hope for the future. Coordination implies 


toThis Was babel led "fiscal perversity wy facie: 
Hansen and H. Perloff, Local Finance in the National Economy. 


(New York: W. W. Norton and Company, Inc., 1944). 
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having a part in the policy-making plans of other govern- 


mente te 


ii) Monetary Policy 
Even though monetary policy is used to attempt to 
imerease.the.stability. of the economy, it is generally 


Recognized. that “lit aso .ditticuit, to,seexrhow,there canibena 


me, 


‘regional monetary policy' The literature on federal 


finance usually takes this centralization of monetary policy 


as a given. The problems of implementing regional monetary 


policies are many, but need not detain us here. ~” 


Sees. LCL ene yy, 
Early studies of federal finance were grounded in 


neoclassical theory where a price system allocated resources 


Pee J. A. Maxwell, Federal Grants and the Business 
Cycle (New York:.. National Bureau,.of Economic Research, 
ties el OO2 a tOrral recor cal perspectiveson, the lack soe 
COCrdimeaticil al feoce. OO wey.  “Forsanrormation on Canadian 
efforts at coordination see Queen's University, Institute of 
Intergovernmental Relations, Report: intergovernmental 


Liaison on Fiscal and Economic Matters (Ottawa: Queen's 
Printer; L969 


199, K. Cairncross, Economic Development and the 
Atlantic Provinces (Fredericton: Atl Atlant cup rovminces. 


Atal 


Besearch poeard, 1961) eo. .3. 


UO hine of the problems is whether regionally- 
en eg monetary policies can be instituted when 
there are political obstacles to such practices by federal 
lending noe Shee There is also the market equilibriating 
mechanism to take into account. 
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and the efficiency norm involved "least-price distortion."*1 


Typical of these earlier works were those of Buchanan and 
Scott in waich efficiency was defined in terms of GNP meas-. 
ured by market prices of private goods and senvices.-+ 
Buehanan, starting from equity norms, treated effi- 
CLlenicy asemtsecendaryyconcenmn. | lit<wasvnot’ uhntilnhissarticle 
"Federal Geants and Resource Allocation" appeared that he 
directed significant attention to resource allocation. In 
that article /Buchanan comes to the conclusion that: 
Fqualizing transfers carried out by the central govern- 
ment designed to relieve the fiscal plight of the low- 
income states . . . cannot be rejected for efficiency 
reasons. It has been shown that the allocative effects 
vary fiom instance to instance, allegwing no universally 
applicable conclusions to be drawn. 
Buchanan's argument has been characterized as a 
negative one a A properly designed grant program need not 


distort the’ provincial alloeatiom of résources. Efficiency 


is not, therefore, destroyed by equity. 


J. iM tebucivanmantamd thse. Wagner, "An Efficiency 
Basico On Pederal Fiscal Foust zation, & in The Analyses vor 
Public Output, ed. by Julius Margolis (New York: Columbia 
Universi ty (ress niO7G) yup) eae. 


eotuchaqan. Direc el ech e Ose) SCOR NO eon 
Grants in Federal Countries," Economica, XVII (November, 


ne me 


1950): 416-23; 3. Mu. Buchanan, “Federal Grants. and* Resource 
Al Location," Journal of Polities Pobcondmy. LN Tune,.cl Ost 


208-174 AovD. Scotty Federal Grants and Resource AlNoca- 


Ehon ti journa hier Political Economy, LX (December, 1952), 
534-36; and J. M. Buchanan, et Reply, Mourne AVOR Hompuical 
Economy, LX (December, 1952), 536-38. 

Re) 


Buchanan. “Reeourcesll locat long." qec2lh. 
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Scott, on the other hand, assumed an economy which 


= In his model, transfers 


is not in long-run equilibrium. 
are alleged to provide amenities tc. poor people living in 
provinces with poor resource endowments. These grants coun- 
téract= incentives’ to Labour mobility. 

Scott Starts witn the theory-that "the: intensityvot 
the application of labour to scarce resources should be the 


26 > lee 


same everywhere, in order to maximize production." 
this can only be accomplished when labour is transferred 
such that the marginal product of labour becomes the same in 
all places, the grants which work against mobility prevent 
Maximization ot national production. 

The theory used by Buchanan and Scott does not 
include reference to public goods which became part of the 
analytical framework in public finance following two articles 
by Samuelson in the mid-1950's.*’ It is mainly for this 


reason that Scott and Buchanan were unable to proceed fur- 


thep, iik Treir debacer at vthe time 
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and "Diagrammatic Exposition of a “Theory y of Public Expendi- 
fires Revi ew Of Réonomics and Statistics js" XXXVIT (1955) - 


“83 uchanan bao suggested an his “paper "Pederal 
Grants and Resource Allocation" that some goods such as edu- 
cation would be better supported than would others such as 
unemployment relief, but this did not have the comprehen- 
Siveness ox: Samuelson's public goods. 
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Recent Contributions to the literature on efficiency 
in federations have taken into account the theory of public 
BOO LOU t ly noteworthy is fthe use that spillovers 
(economies and diseconomies of provincial government oper- 
ations that accrue to other provinces) have had in develop- 


29 The tdea ws that. each .commun- 


ing an ideal constitution. 
ity stops short of the socially optimum level of production, 
depending on the community's estimate of the spillover bene- 
Per Om ECOSuS Una. iil. be, aneurived..” Bretongunvnisuartucle 
"A Theory of Government Grants," shows that conditional 
grants from central to lower jurisdictions remedies the 


ehortiall of production. °° This view is examined in the 


next chapter. 


ay “Growth 

The literature on growth is invariably connected 
with the other topics reviewed in this chapter. For 
instance, the Buchanan-Scott debate which has been referred 
to as dealing with equity and efficiency is really a debate 
on growth. Buchanan advocates capital movements towards the 

aoe Gout, trebout, , "Ane Economre Theory oreriscal 
Decentralization,” in PubbicéFinancess, Needs,.councesand 
Utilization, Special Conference Seriés, NationalyBureau or 
Economic ReSearch, Vol.’ XII (Princeton: Princeton Univer- 


sity Press, 1961), po. 79-96,.and "Comments" by B. A. 
Weisbrod 2nvthe same vollme, pps i3i-S2eson0-A.-Breven, "A 


Theory of Government Grants," Canadian Journal of Economics 
and Polwtreaveoorence, XXXP (1965)," 179-87. 
30 


Breton, “Government Grants.” 
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poorer provinces for education, natural resource exploration, 
and health. while Scott advocates labour movements away from 
the poorer.provinces to areas where the productivity would 
Berhighers Sthevchier“difrrcuity with Scott's system is that 
it depends on labour mobility when often one factor leading 
Pode pederatron (rather than a unitarystate) ‘ts cultural 
(which implies immobility of people) e3 

There are some further factors to be considered in é 
avectisoron or growths “First, there’ is an increased tax bur- 
den which falls on a “growing" province to support those 
provinces which are not growing. °* To balance this effect, 
federation provides a larger protected market which allows 
firms to gain from economies of scale. As well, the 
"spread" effect of grants to the poorer provinces may be 
greater, in fact, than the equalization payments made by the 
PICT Provernees “tortie poor provinces. The latter benefits 
may be in tne form of increased sales or in a better quality 


labours forte. th rhe Netw errec. as Girt rircul to determine. 
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aie Re Hicks, “The Nature and Basis. of. Economic 


Gowler U Pie titeksy "etal... Federalism and Economic 
Growth i a (London: George Allen 
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39. Conclusion 

It is clear from the foregoing that there are strong 
connections between the four goals outlined. To achieve one 
goal, another goal must, at times, be compromised. 

This study attempts to justify federal education 
grants to New Brunswick. If policies are inputs and the 
goals are the desired outputs, then a partial equilibrium 
analysis would have one output (for example, growth). If 
the desired output (the attainment of one goal) is attained 
Exponent one, policy suchas educatt dnivgrants)bithen! the 
policy should not be rejected. In other words, if educatior 
grants do stimulate growth, one would accept the policy of 
education grants until further testing could determine 
whether otrer policies might stimulate growth more effi- 
ciently. 

Education grants assist in the attainment of some 
goals more than others. For instance, education grants add 
to federal expenditures only if the federal government does 
not shift funds from other expenditures. - In the whole econ- 
omy, aggregate demand will be increased by education grants 
only if they cause an increase in total education expendi-= 
tures by the federal government, the provinces, the munici- 
palitaes «Private Aanstatutions, and individuals. Sance 
stabilization (through fiscal policy)-as achieved by shifts 
in aggregate demand, education grants are not directed at 


achieving stability. 
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Spillovers (benefits accruing to individuals outside 
the government jurisdiction in which the expenditure is 


made) may infringe upon two goals: distributional equity 
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and allocative efficiency. In the;first, anstance; equity 


Considerations suggest. that) residentssshare ini the..costs,.in 


2 In the second situation, 


relation to the benefits enjoyed. 
it is suggested here that marginal benefits should be 

equated to marginal costs, but spillovers cause marginal 
social benefits to the nation to be greater than marginal 


He Expendatures, On the actavity would 


provincial benefits. 
then be sub-optimal if marginal provincial benefits are 
equated tO -Margind. provincral costs.! Since allocative 
iMetiicrencyrcen “be jay justrPfacavion Woxrgrants, this: ques -~ 
tion merits further consideration in the next chapter. 
Economic development can be a justification for edu- 
cation grants. If education grants can be shown to stimulate 
erowtna (eer inedwas thesanerease, 1\Nadrosseprovancial product 


Dome ce Dail ay) thew. caseas Or ULNOSe, OL anitSads supported. >! This 


question is examined in more detail in Chapters V and VI. 


The question of whether education exhibits spill- 
Overcoy OlsO Wit ore xamimeduin Chapter. Lil. aswweld. as,an much 
Ofaithe dicvenaturce?: cared there. 


“Carter, Came cise CCnedst ONalwOraMils.qspee 


dae oe ae 


oor ee PHNCRCaSe iSet OP, DrOVINCI aL, Growth. 01f in 
fact, there are spallovers and other provincial growth rates 
are Stimulaccd, the case is even stronger. There still 
exists, however, the possibility that other expenditures may 
be preferable. 
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UNeyo0al Ss, Otectabi lazation, equity, growth, .and 
SI teeencyeare Cxamined An. this: chapter. * Each is seen to be 


interconne¢eted and each is important to the government deci-+s 
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sion maker. They cannot be separated in practice. This 


Study examines only the goals of allocative efficiency and 
growth. It either goal is made more easily attainable by 
education grants, then education grants should not be 
rejected as a policy without further investigation. . Furthex 
studies would have to examine the relative efficiency of 
ecucation @rants an attaining the goals, but that 1s not the 


VODLG (OL this study. 


ne re et ee 


oo There has been an important debate as to whether 
separation of the goals can lead to welfare maximization, as 
well. This debate starts with the separation of branches by 
uisGrave, lhewineory. po. 2-4.) It continues: an Po. A; 
Samuelson, "Pure Theory of Public Expenditure and Taxation," 
iii kW 0 Ee COnOMsCS ed. oy i Margolis “and ’H. Guilt ton 
Prono Mec iy an. 1 960) ,woo. 96-103" R. A. Musgravey 
PE POW RS LOR say Ome Social Goods," in Public ECOnOMLGS 5) ds by 
JeeMargolicn.and.aW. luiaon (Lomoons sMacmildane.1969). 
pp. 124-44. Other contributions to the debate include M. C. 
McGuire andg.H..Aareny “Eftictency,andskquity:an the Optimal 
SUDp LY OF a, Public Good, "ey Review. OFMECONOMICS anc Suatastics, 
LI, No. 1 (February, 1969), 31-30; H. M. Hochman, "Professor 
Head on Equity and Efficiency: Comment and Addendum, " Pub- 
ie Finance, AMV ANowpe (9.970) 9 4536-460; Ms Oh) Groveg,! On 
Musgravé's Separation of the Tasks of the Public Household," 
Western Economic Journal, VIII, No. 3 (September, 1970), 
941-45; and Head, "Separation of Branches." Hochman and 
Head agree that distribution (equity) can be settled within 
the Paretian framework of the allocation branch which is but 
one variety of an “acceptable” approach. This would imply 
that welfare-Maximizezioniis not achievediby theyseparakion 
of the branches but rather by integrating the branches. 
According tosMcGuire and Aaron) this results fromthe mon- 
revelation of individual preferences for public goods. 
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GHAPIER fic. 
PUBLIC GOODS IN A FEDERATION 


Government expenditures, which do much to shape the 
Pim, WOrLrehet inci viduals Pace. rece:ved little ASR i 
Eon from public finance sexperts «(at léast in -North America) 
Until the middle Pa esa Two articles by Samuelson stimu- 
lated economic analysis .of public expenditures in terms 
other than a Keynesian national income eensene Even then, 
the reality of multi-level governments was not analyzed 
closely.° 

In the past fifteen years, nowever, some principles 


have been established which provide a framework for this 


tn good deal of work had been done in Europe and 
extracts: from some of these contributions by Mazzola, 
Lindahl, Sax, and Wicksell have been translated into English 
in RK. A. Musqraveland Ava]. Reagock;. ede... Classics inthe 
Thneory of oP Public Finance (London: Macmillan and Company 


me ere ten 


Dimi tee, 411053)": 


“3 anuielson; Wine Pure Theory.) “and "Diagrammat xc 
Exposition." 


oie examples. see Tiebout, “An Economic Theory"; 
WACCI CHa pi JGefe"Some Welfare Implications of Intergovern- 
mental Fiscal Relations with Special Reference to Grants-in- 
ALG tor teducation™ (unsublished Ph.D. dissertation, Univer- 
ei iyoor i linos  Ue4) Albert Breton, tA, Theony of. the 
Demand for Public Goods," Canadian Journal of Economics and 
Py: cal /Scvence, XXXII (1966); and Breton, "Government 
Grants. 
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Ssctucy.wiverm Lirst ecotaplisiming the characteristics of & 
public gooc, it is proposed that the two basic approaches to 
examining public expenditures (the individual preference 
approach and the social preference approach) be scrutinized. 
It is then possible to make some necessary modifications in 
the indivicual preference approach to make it applicable for 
multi-level governments. Grants can then be examined in 


terms of economic efficiency. 
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If one starts at any point and place in history--say 
the United States in 1970--it is clear that the society 
has decided that there exist certain activities that are 
legitimately performed by governments. Many activities 
are by long tradition provided by various levels of -: 
government and are paid for by using the police powers 
of the state to raise funds. Others are left to the 
private sector. Without wishing to disparage the impor- 
tance of the debate about the proper dividing line 
between private and public sectors, the fact is there is 
a large, relatively stable and broadly uncontroversial 
governmental "sector" of this economy and of every other 
economy in the world. 


What makes a good subject to public provision? .Vari-s 
ous explanations have been offered, but one distinctive 
feature is that they can be consumed by more than one person 
at the same time without an increase in cost or without 
excluding others. This is Samuelson's equal consumption 
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Interest," in Public Expenditures and Policy Analysis, ed. 
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individual, private goods are designated by 1, ... .n and 


public) goods) are, designated. by ntl,).). . nt+m).> 


hOommnstanrce. wane wouldwebe ditficult,to exclude ione 
house (person) from protection against nuclear attack when a 
GOuuthyaseuse up! ate mMef ence, system:.'. In this: case, :houses 


(people) A and C.receive protection in line with their con- 
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sumer wants but B cannot be excluded. Lik andy Cawarek 


books, however, they can purchase them without B having to 
do so. In the first example, defence is indivisible, while 
in the second example, books (private goods) are divisible. 
Iwoeturthem propertaeswares charactenistic, of.pubilac 
goods. The first of these is externalities, the other being 
a condition of decreasing costs. Externalities in consump- 
tion and/or production are neither necessary nor sufficient 
to make it a public good. / A similar comment could be made 


about the decreasing cost case. 
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“Samuelson, WAS Heian LIRSOR Wa Ded, OO hs vd: Clee eels 
Mishan, "The Postwar Literature on Externalities: An Inter- 
pretative Essay. J0UGha OL ECONO G Literature, Lx Now 1 
(March,.1971), 10, where it as. pointed out that: Samuelson's 
distinction of a public good is not unambiguous, in the 
short period. 


On, Millward, ae Expenditure Economics (London: 
MeGraw=Hiliy Lov). soo 1e9-42> points out) that this 15.4 
case of "automatic le supply" which allows the public sec- 
tor to provide the. service less expensively than “single" or 
Useperarelesupoly. Following P. A. Samuelson, "Contrast 
between Welfare Conditions for Joint Supply and-Public Goods, 
Review of Economics and Statistics, LI, No. 1 (February, 
1969), 26220, Miliward™showsmthat: if the. indivisibilitiessare 
not large in relation to market demand, private markets can 
operate efficiently (e.g., swimming pools and cinemas). 


"Ralph Turvey, "On Divergencies Between Social Cost 
and Private Cost," Economica, XXX (1963). 
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"External economies" is:a:concept which is used 
extensively *inclater papts of the studysand a complete 
understanding of it is necessary. “An external economy (dis-= 
economy) is the gain (loss) received by other economic units 
which emanates from one economic unit initiating or not ini- 
tiating some action or service for its own usage. For exam- 
ple, suppose that a firm manufacturing steel is made more 
efficient by thepintroduction of.a'new technique:- If this 
new technique also resulted in less air pollution than the 
old technique, the homes, offices, and manufacturing con- 
cerns in the surrounding area would be receiving a benefit 
which toitheme@spextermala (basédionothehassumption that Less 
polMlutvont rad $essanl Phdividtal er utility). 

It is a logical implication of the model that when 
an economic unit does not itself realize the full benefit 
(eos UB white: eapthe: semestimenhaving thet fullacostes benefae, 
the activa ty! wilianot! be! expanded). (ccontract ed) oto: an) optamun 
Mead? A profit-maximizing firm would not devote five dol- 
lars' worth of resources to produce an output worth four 
dollars to them, even though the output was worth four dol- 
lars to outsidersweascrwelli: |.) Thus! anvexpenditure’ producing 
Bron dGktarey iInomhrotl output for ia five: dollamcost: would 


not be made. 


ee os 


8, 


John F. Due, Government Finance: The Economics of 
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Lastly, the consequences of decreasing cost can best 
be demonstrated by the traditional example of a bridge with 
a uniform toll to cover average cost in a particular time 
period. In this example,-it is: likely that. the.bridge would 
not be used to "capacity" and some individuals who would be 
willing to pay marginal social cost would be excluded by the 
average cost price. Pareto-efficiency would require lower- 
9 the-umi2 orm price: towards the true marginal social. cost 
GF supolyino<the servicertorthe last user: (zero if wear and 
tear is neglected) and: this would result insubstantial 
losses due to decreasing costs. 

In a comprehensive article on the subject, Head has 
shown that externalities and decreasing costs are special 
cases of Samuelson's public good concept, i.e., "jointness" 
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Gee indavis tpi bibiy. Arrow takes the argument further to 


show that externalities and indivisibilities are really spe- 


cial cases of market failure which develop from such high 


¥ ; 10 
transaction costs that markets are no longer worthwhile. 
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25. G. Head, "Public Goods and Public Policy," Pub- 
lic Pinence XVII 11960), 197-019. 


De hep aerow.e “Po lh. cal. <andwECconomme 2vattia tom of 
Socal Hipeciowand xt ernaliniies. in The: Anal ys 167 of Public 
Output, ed. by J. Margolis (New York: National Bureau of 
Economic Research, 1970), p. 16. The same argument in iden- 
tice i werdsimoan pDesfoundaukK...J. Arrows" TheuOrvesnization 
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When private markets no longer exist, the state can use its 


coercive pewer to economize on transactions costs. 


i) An Example: Education 

Education is one of many goods which in Canada is 
supplied publicly, but which does not fit the (Samuelson) 
Pole: case Of a@ public good. First, eleménts of education 
are divisible. There is evidence of this in the many stud- 
ies done on rates-of-return to individuals from additional 
education.~~ Work on the private rates-of-return primarily 
involves determining a rate of discount by which a present 
value of the net stream of revenues deriving from a marginal 
amount of schooling is calculated. 

These studies have a potential usefulness which has 
not been fully explored, but it would appear that this might 
be 20 exo cit ormior ma caiculation.already made (although 
implicitly) when people decide whether to remain in school 
Om Not and whatoccupation to take up.. If there were only 
individual returns to education, it would be possible to 
Chargesrorveach year of icchooling until roe individual 


tle xamples are Milton Friedman and Simon. Kuznets, 
income from ae eae Professional Practlce (New York: 
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National Bureau of Economic Resea pchs, L945 ys at esaee oa Houthakker, 
"Education and tom " Review of Economics ANADVOL ALIS LOS. 


Xia (ebrudny 4 1959)4. 24-283) G. Sw. Becker, Hur rae Gapi tal: A 
jheoretical and Empi irical Ana U¥SiS.. With special Remerence 
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to Education (New — York: National Bureau Or Econom: Crm 
beccascs 1964); and D. Stager, "Monetary Returns to Post- 
Secondary Education in Ontario" (unpublished Ph.D. disser- 
tation, Princeton University, 1968). 
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benefits (MIB) equal marginal individual costs (MIC) which 
would maximize welfare, given that all benefits were indi- 
vidual and all costs were individual. 

Not all benefits, however, can be appropriated by 
the individual for himself. In other words, not all bene- 
fits are divisible. Schooling benefits many people other 
than the student and his family. It benefits the neighbours, 
who may be affected favourably by tne social values devel- 
oped in children by the schools, and even by the quietness 
of the neichbourhood during school sessions. Schooling 
benefits employers who want a trained labour force; and it 
benefits other employees whose productivity or employment 
prospects ere affected by the level: of productivity of the 
educated people. Society at large :.s benefitted by education 
developing the basis for an informed electorate and by tax 
burdens being affected by the level of welfare payments to 


" (The implicit assumption here is that 


educated people. 
education develops the properties of flexibility and adapta- 
bility so that welfare subsidies will not be necessary. ) 
Several “aspectsitor Sthese benefits need Go be noted. 
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uneducated due to an increase in the education of one worker 
does not lend itself to division. 

Thsse benefits can also be external. Mobility 
increases-the external benefits but they. are also present 
without any mobility. Suppose community A and community B 
are in the same province but are situated several hundred 
miles apart. Suppose also that community A has developed a 
very functional education system while community B has 
chosen to have no education system. The external benefits 
received by community B include lower provincial taxes (com-: 
munity A does not require as much provincial welfare and 
thaskedecreases the total provincial budget) and lower unem- 
ployment insurance premiums. It is implicit in this example 
that each community was sovereign in its education decisions 
and finance. 

In summary then, the benefits of education accrue tc 
Lndavedialse>theys amesdavisibLle) and todsociety.(theyware 
indivisible)... Even the-indivisible benefits display a qual- 
ity of diminishing as one moves away geographically. Educa- 
Tien, New, Ls IO. a pure public. .good. although Tt does dis 


play elements of a public good. = 


oro 


1Sthere ig@eanouher case for education. receiving gov; 
erhinentsassustenees Orsprovision..) Lhéespresence of substan- 
tial risk, AinCtheabsencesor jansurance, -«causes.aggbegate 
démandetesbe deéfiierents, See Marc’ Nerlove, "On. Tuition and 
the Costelof Higher Educetion: Prolegomena to a Conceptual 
Framework," Journal of Political Economy, LXXX, No. 3, 
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is«there: valuevansanalyzing any other than’ a pure 
public good? . The answer is yes. Samuelson recognized that 
angood is quite unlikely to be a polar case of a purely pub# 
lic or a purely private good. ++ Head has pointed out that e@ 
given unit of a good, once produced, which can be made par- 
tially available to several individuals exhibits "indivisi- 


bility" of a less extreme nature than that used previously 


figtonaencsodenen 


The presence of public good elements in this sense is 
quite sufficient to cause the change in the Pareto- 
optimum conditions and consequent failure in the market 
Colavl¢gciroa., i. Modarved- in this, way, the public 
good concept, and hence the theory of public policy 
based_on it, thus becomes much ‘nore realistic and impor- 
tant.16 


2. “OOGral ye reference ApDrosecih to 


2 ene a ar er 


Pigou is responsible for developing in English the 
principle of proportional satisfaction of public and of 
private wants. 2! This principle was! laterrestated by 


18 


Dalton. They were led from this conviction to propose two 


principles of budgetary policy. First, the marginal returns 


143 amuelson, Diagrammatic Exposation,' Fp. Soo. 
aaa WE LerGOOOs one: Public Pol vey.) 
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Hugh Dalton, Principles of Public Finance (London: 
Routledgé and “Kegan Paul Lids, .1952)>-chap. 2. 
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from various public expenditures should be equalized. 

secondly, thersatisfaction from the last dollar spent should 

equalicthe Bost. isatisfactzon from ‘the Lastijiddblar .ofstaxes. 
To demonstrate these princioles, Musgrave has intro- 


19 In 


duced a dizgram similar to the one oresented below. 
Figure 3-1, the line aa shows the marginal utility of suc- 
cessive units of public expenditures, allocated optimally 
between different public uses. The marginal disutility of 
successive units of taxes, designed to cause the least total 
Soi ce, 2G shown by bb. | ihe Line ce measures the nev 
benefits from successive additions to the public budget and 
#s Obtained by subtracting bb from aa. “The optimum size of 
the budget is at the point where marginal net benefits are 
Zero (OG). 

The one advantage of the Pigou-Dalton approach is 
tiieap “the ‘solution can Be derived from community wants and 
Sacritrces Witiout regard to 1nd yincal beret ts aud costs. 
These community wants can expressly include a redistribution 
of income and merit wants which do not appear in individual 
prererence schedules. There as no dependency on a clear 
definition ot a public good. 

Thus looks morethelorul than 1s actually as= “inere 
35.still the problem of determining the valuespio we 


assroned=to thewaa~and bb" curves" Somehow; aa must depend 
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Musgrave, The Theory, pp. 114-15. 


bh ' 
| Abs 
bi Oe roaeg 
(ot 36, .etheb Peek wi aloe obo hagenc | 


Pa) a VerpBM porns fy waorlF paren “ 
| | (2S OP Oy ere | cage Af men . bs 

oh Cs RS RA LOTR eat as she BS. abl: eiiy gl 
; Lege 66 teeko il ip 172s 2s spay ue! aera a min 
oy? LhEtis2b Lan tetem: oat ‘adap hiehie aa 2 
inven ae Nir seved 2 ed Le s eo spt bei aba 
{Hes Sooo een oN" SEL err oe | ei pantie: at 3 

; 7 i | 


PPG ail Gd! peri Oni evaee pddula. fog a 


Sr Rls IO! ink. OHSe 2 | 4? ay ee ret sabe ee a 


PT a eye 


rus. Gew rr Lok R re Leeig oF he 7c iy ate ari tn als 


a os, 
7 res i as #9 
is 7 S . "1 ) 7 
A eA Bi: 
‘ f B ~~ 
Gf (baht 2 ol Bel. LPO fe ra Fada: Bey ees foie Meg Gn walt _ 


ne APNG Ye, 1 PROS Oe LPN Paes Ae wale whose ag 
SOS) Oils. ree Vanieer 2 etre ava bik voy fraead i yoritinn sont 


eran 


esydier ssind + ae Scalia isre wap fcc -agenmyr veces 
ri 
i Tape ignd SW aay Vike ‘ah Ory a Tih aha sitem eahasll a 


i¢ PR eIO a Uo eavintnitiel eds Sahel ; Pon oa 
; é i “a ae eat 
a omer y | ,; 
7 | | ‘ 
Lie Patt ‘ae AUS tag ag.’ 3 dey L sae? rat allo 
on ++) gd 67. bay tow Aik quntaang Nh 40, wonton, pia 
«teal eum ae ee lial ioinenis i bola <a ‘a 
. an: 


i ! 
t 3 ty ng * 7 on ie = ~* Vina a 
‘ea ‘aid 4 ; . < een : Pe we roe 


Ak 


wy 


ti 


42 


on the immeasurable social wtility of public servicés while’ 
bb must depend on the equally immeasurable social utility 
Poregone wy directing resources “to “he publid-sectors ‘Fur- 4 
thermore, the principle of equal marginal benefit permits no 
concrete standard by which the efficiency of various expendi- 
ture programs maybe determined... Figuxe 3-1 “offers little 
more than a pious reminder that the budget should be planned 


efficiently."~ 


REASON EL HE IOS LER: GEMMA TIES 


LEE EE ITLL, PARE LEON Ba SDE LTT LES SOIL II AERA EE SEINE LIES SETS PEE MG CTI 9 


_ Marginal 


Vtility 


PRE ee 


ET PROT EM A 


Budget Size 


Marginal 


Disutility 


nee 


Figure 3-1 
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This model, requiring a collective mind, has been 
Pec Cured weomianoriermmreason.-| lt-has been uséd’ and. is -sub= 
pee LOUSgilas a JUSt2facavionforsell configurations ‘of 
government. -As a result, “there Is+perhaps little: that an 


economic theorist can usefully say about it.uet 


3-~iIndrvidual Preference Approach to 
Resource Allocetion 


Early work on the determinetion of public expendi- 
tures and taxation by use of individual preferences was 
framed in terms of partial equilibrium. “7 Samuelson under-~ 
took to restate these earlier works in general-equilibrium 
terms. The general tenor of Samuelson's articles and those 
of Lindahl preceding him was that of an exchange between an 
individual and his government. Individual preference 
schedules were accepted as the proper basis for allocating 
resources between the production of public goods and ser- 
vices and private goods and services. 

In the following figures which are used to show 
samuelson's general-equilibrium system, two people are 
represented by A and B, and two goods are represented by 1 
(pure private good) and 2}(pure public. good). In Figure 


3-2a, individual A's preferences between goods 1 and 2 are 


214 amuelson; Vue ranma uc. Expos. CLOns"  p. ao0. 


ae Luhdanl so theory translated sinto English an 
Musgrave.and Peacock, eds., Classics, and Musgrave's criti- 
€¢ism Of  itpin Musgrave, [ne wbhoory,. pp. /&-8U. 
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Figure 3-2b 
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shown by a standard indifference map. Likewise, in Figure 

3-2b, individual B's preferences ee the same two goods 
are shown hy indifference curves. Finally, in Figure 3-2c, 
Ri welatesuthe production frontier for the two’goods.in the 
usual manner-~-i.e., with the assumption of increasing rela- 
tive marginal costs. 

In these three figures a special definition of a 
public good means that they are not independent. Each must 
have exactly the same horizontal scale. Each and every mani 
Meet always bevat the exact same longitudinal point such 

B A 


that Xo = Xv = Xo Fe 


paivate. goods cand» thus’: InaFigure.3-2os the vertical taxis is 
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Row equal but is the sum of the vertical axes in Figures 
3-2a and 3-2b and E must equal ae a ee 

To locate the ideal state of the world for such a 
system, it is necessary to choose a parcelling out of the 
private and public goods which is an ethical, normative 
question.» In following Samuelson on this point, the major 
need a6, for a social welfare function that-satisfies the 
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man B is held on indifference curve MN (Figure 3-2b). The 
problem, then, is to find the highest indifference curve 
that man Ai:can attain given the scarcity demonstrated in 
Pugdune 2=2¢6by Rl... MNeis copied on Eigure: 3-2c¢ and is 
labelled M'N'. The difference between M'N' and RT repre- 
sents the amounts of the two goods physically available to 
man A. This difference is demonstrated by the curve mn in 
Pugure.3=2a. Bes where mn just touches the indifference 
contour Lay! is the tangency point which makes man A best 
One : 

This solution is thus established by setting an ini- 
tial indifference curve for man B. There will be a new 
maximum attainable tangency point for man A for each of the 
infinite initial indifference curves possible. Thus, there 
is an infinite number of Pareto-optimal points which cannot 
be compared without a social welfare function. A move from 
one Pareto-optimal point to another will always hurt one mar 
while helping another. 

LNAI DLE faeulty: . Group. Wants) and 
Individual Prefe Sen es 

One difficulty inherent in this analysis has received 

oagreate dealvot. atiivents on) in the) liverature.'\° [hateis,;woqroup 
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Even if they;do-appéar in the individual's preference 
sehedule, there aredittaiculties inthe political pracess 
which allows the revelation of individual preferences for 
Cublic goods. 7” 

Arrow points out that if collective decisions are to 
be rational in revealing true individual preferences (the 
effective social welfare function), the following conditions 
must be met: 

lb) Agunaques social lordering.mtist. exist regardless of 
the manner in which individuals in the community order their 
alternative choices. Social choices must be transitive. 

2) Theecheuge Giua eonmmodatyanust mot ibe rejected 
because some individuals have changed the relative rankings 
of alternative commodities. The social welfare function 
must be nonperverse. | 

2) sRankinesinethnemeocial welfare function between two 
alternatives must not be dependent on individuals' rankings 


Or nonrelevant altermatives. 


rn RN RR RT RT 


Rinehartvencnecw) wiier. .l946) 4 tie) Mo) BuchanseuandyG. .rulleck’, 


The Calculus of Consent (Ann Arbor: The University of Michi- 
Gan pucsey, L062 rh, Am Dahl. anew: fE.J Lindblom, 4Polutics, 
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Anthony Downs, An neEconomic, Theory of Democracy (New York: 
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Haroer and Bros., 1957)" dF. Rothenberg, Jie Measurenent 
Geroccial Walfencut Eng lewooduCLitfs, Ned, Prentice-Hall, 
tre, 1961); SENT ipa Wonch.. “PareLno, ninth Goods and 


Politics, . Canadian Journal of yf Economics, II, No. 4 (Novem- 
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ber, 1969) , 400-508 . 


ay 
See 


tLhetdascussion in Musgqrave,y. The, Theory, 
CHADA +6 


ass ee es fh) Wer CA 
re é 4 ) 7 i ; i t ia : 


Sena aren Ge, ee dak 
a} comioaiteet: tevmiabad Zo nit Slt sim 


ty 1 ; 
ae ta 


j Stas : ra. 4 
nt @inivan sy idss hen SS) pe ae rena: 
yOu firey Aa Dvis str} goliguvon, ng 
cities ety ‘ssa 
/ an Pa 
: ; a 4 af 
> epelotnoua relus Pee eG ante) eae ee Aes ] 
alta 


OO Ah } rs ag rd Ore do tihy we tM * : 
| ry ss 


} ai ee Sh aes Ha ldfag? - een lta eave 


1 _ Ai @ 7 7 ; 


= , 
ay 


* i. mii) 
peas ety a gon ena e e te oo tgnle: mired a) 


Set ene sip byeblbacts wages 


abso? cule theses’ gabe BaehitiBvage pede 


1 \ 


J 


; ' ~ oy pity 2 wib 
nat aouwbol! aol gant. 1s Chae eac0R sera seen 


~ 


Lo ‘ :) zs ks 7 ; Gull be! i rit ‘J Us RS Qa re \ A My tea oa ay 


N 


Pa svt) wie spine’ 


BIODAYT 02 20S het fer oUt Wide pe 


RPSL Te. AES Rated tat 1 sg ae 


ote ‘a mei a | ai Bans is 
(WEtOT  aPoatl ibew, voa\ats 2a he 


oaee 7 VY cy 36 os ain ft a a 

- a ; tak ee an HN Vie (y qa ‘ y Lage 
boy it w a niet a al thé Lp oh a ef 

ae) 9 eles oe hte angel”? ee mai ‘ 


“wows jt a 7 poo care i 


oI ; 
= ee & 


ssc ai svt Aiicty ‘: 


ob ee 
Peas 


~ pal Be - 


48 


4) All alternatives must be permitted a free vote by 
individuals in the community. Social choices must be non- 
dictatoriai.~° 

In Arrow's recent works, reference is again made to 
some problems of the political process. Voting on the issue 
of income cistribution is again shown to exhibit intransi- 
Movioy. he.dlsoO Derers, co political policy which is*formu- 
lated by representatives or agents which leads to the ques- 
tion of how individual preferences are taken into account. 
Arrow poses these as problems to be faced, not as answered 
questions. */ 

THES "StuGy dees nom pursue these’ dirficulties: The 
importance of the analysis presented in this study is that 
PUD lic C00ds 1m an ahnelogous Way Co; private goods” are part 
of the individual's preferences--there being two differences 


in the analysis: the multiple Pareto-optima and the lack of 


a market to set prices. 


4. Multi-Level Governments 
The problem of allocating funds between the private 
and public. sectors is6 further complicated where there is 
more than one level of government constitutionally given 


exclusive jurisdiction over certain fields while having 
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SQord male JuUrLsdictionwover oLrherefields.) Iniphe-case,iof 
Canada, the British North America Act allocates to the pro- 
vincial governments certain exclusive powers, enumerated in’: 
seCt1on 92. Sectaon 7] OfuthesBNAwAch gives the central 
government power over "all Matters not coming within the 
Classes of Subjects by this Act assigned exclusively to the 
Legislatures of the Provinces,"—° and then goes on to enum- 
PPareyCeCrtgin specrlicipowers..4 Thug Canada is sone of those 
countries for which an adjustment must be made in the theory 
of public goods to take account of multi-level governments. 

The adjustment to be made is in the way public goods 
are defined. It has already been sfown that not all goods 
ane purely public. om punely privates, It vs the-use of this 
knowledge that permits examination cf public goods in multi- 
level governments. 

Those goods which exhibit some elements of a public 
good but are not equally available to all are known as "non- 


: oe ‘ 
Private” goods. ? Some of these are consumption goods. 


ee 


Shedeki Bret LatmnwasawsS, “ouatutes:, etc (british North 
ASL 1 COmnCU oO yw oU Roi aN Ck Oldie, COs aor 


aoe suggestion that there are many goods which are 
NOU. pOlar Cases OF pUbIic goods “or private: Goods can be found 
im writings by G. Colm, "Comments on) Samuelson“s! Theory. of 
Public Finance," Review of _ ele ate eet ANOW SLAC LS bl OS sa Ko tel 
(November, 1956), 408 408 - a eS 7S) Bnke."More.om the. Misuse! of 
Mathematics in Economics: Rejoinder," Review of Economics 
AG soa Se tiLGene Ve LMaveul Oooo ; oboe SS) du Mangolis), "A 
Comment on the Pure iheorysor @mublic Expenditure," Review Or: 


ECOmourTce ana sua tie L ico,  KAAV LL (November, 1955), 347-49; 


Musgrave, the.lheory, pp.-6-15;) and: P. “As .Samuelson, "Aspects 
of Public Expenditure Theories ," Reviiew_of Economics and 
Statistice, XL (ievember, 1958), 332-38. The clearvess use of 


thevided. has been by Breton, "Government Grants," pp. 175-87 
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Others ‘are of a geographical nature. In the first case, a 
standard example would be vaccination against communicable 
diseases wihtere cthe: hevel sor prevention increases as the num 
ber of users increases. In the second case, the nearer the 
good is to the consumer, the greater the amount available. 
There are many examples but a standard illustration, suffi- 
cient to demonstrate the principle, is fire protection where 
ieroahwecLl ve vsenchi prim «event of fire) decreases as the 
distance from the fire hall increases. 

Breton defines the degree of "publicness" spatially 
and assumes that many "non-private" goods exhibit similar 
Spatial cheracteristics. He is then able to label these 
clusters of goods in descending order of publicness as fol- 
lows: "international goods, continental goods, national 
goods, regional goods, provincial goods, metropolitan goods, 
municipal end local Gaodsel =” 

The same basic ranking can be obtained by using the 
theory of external economies. Those non-private goods with 
world-wide external benefits (ise., an endeto bombing: by one 
country) would have a one-to-one correspondence with inter- 
national goods. 

In this system, a perfect mapping is defined as one 
in which there are no spillovers between jurisdictions~-the 


objective benefits of one.type of goods (local) are 
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exhausted within the boundaries of the jurisdiction provid- 
ang whevgoodeidocal). There is only one governmental system 
that is compatible wath perfect mapping and that is one in 
which there are different levels of authority parallel to 
the types of non-private goods. 

Revenue systems can be justified on two principles-- 


Sil ee 


the ability-to-pay approach and the benefit approach. 
government revenues are based on the latter (each person 
paysofor thetgoodstused) each government «has sufficient tax- 
ing powers to comprise its own expenditures since all goods 


v2 Pheslitepas 


aresused withins the jurisdictronal eborders. 
ture, however, provides several valid reasons why benefit 
Lemoceongi suateuritculpoprincmplé.to,apolbytu Therfinst and 
most important difficulty is that every person could benefit 
by concealing his true preferences. Secondly, the principle 
imphiesymore weight | Ginsdecision: making) «bo the person with 
tneglarcer quantity of funds. Last#y,. it Us only a partial 


equilibrium sohutponsin¢that ithonly takes cento accountethe 


ee principles have been well covered in the 
literature. For the benefit approach see Bowen, Ioward 
SOCi al se conony. po. L/6—-(6, and Muicgrave, [ie lheory, 
poerolse9avikhontthe ebibity=sto-pay approach see Pigou, 
A Study in Public Finance. 

SNot necessarily the physical exhaustion of goods, 
but the benefits derived according to’ the individual's 
evaluation. 
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public sector and ignores the social division between public 
and private goods. ?* 

Most governments, therefore, adopt some variation of 
the ability-to-pay approach based on an index such as 
income, weelth or consumption. In nulti-level governments, 
the difficulty with the ability-to-oay principle is in 
dividing up the taxation base between the various levels of 
government. As it is impossible to distribute the revenues 
to correspond exactly to the expenditures, one solution 
would be tc give ye broadest-level government all revenues 
based on akility-to-pay and to have them give to each of the 
smaller jurisdictions unconditional grants. Under this sys- 
tempat bal gmalterejuxrisdiction:(ite%, province) ‘neédediimore 
funds, benefit taxation could provide them, alleviating the 
problem that one jurisdiction (province) may desire more 
quantity and a greater quality of services than another 
(province). 

The scheme is simple, then, if there is a perfect 
Mapping opejupisdictionsy and systems*of ability=to-paynand 
beneiititaxation ¢an berderived.» Neither condition; *how- 
ever, is evident or possible. 

In many cases, the governmental system is discon- 


tinuous (there may be spillover effects which carry over 


SSB ernard PRoborbecewiicderns Public Finance: The 


Study of Public Sector Economics (rev. ed.; Homewood, Ill.: 


Richard) abidig pinese.19/71), ps 68. 


mi Va ar uy : ‘a 

, be a” te , abe ah 
ae LG 6: 
Ta ae 


a 


a 


ano & SGobs aan 


oi Ps: } 
von 


he a 
6 LOR phy eorten 


SEM Le Beh “9a YS Gret~ “ £2 shad 


’ 
a 


” 
TADS: Je haha aaa . 


a? 

ya! 

Ay 
Ni 


| | Lae os BO volute! oe eeciedean em 
a ate aie et atic ow seat 
b well | ah ayaa gatt ey 
‘ 0 bab eke 3 etthieeugmbet) #L ah 
ribietpte coklt) Operas 
| bela-teln ast. avid i 
alte eed ae Wie ae ot alee 00h 
+ Jere Pt ‘a SrVaietio fhe Rie t® 
; ilo teat xe ; Nal i 
ented btvoavietioas sees so somo 
nH ADEs h) Wold ‘REITER IE sae reey If 
hors i Sat ete yt i Teup ded@ene 6. bie ve 
e we Gr ‘ 
oF Pail mil? bes pear Ye shores a cmeiioe spit, 
) bine ‘eis . BLras’ Te eearen i Megas reo tthe Fen te 
cin Ani) Swed Vitod Hane o: carl phot” er ioe at eo ng Sewell, oe pa 
7 i ve 


ae 


week ail Pratt 


| Yona Yarn 4 sah 


Fst. : 


a) 


B ta 


Ld. 


ar 


pees wirings! 


cae & 
vat neon “a SOBIRENE Bi 


Wok wal 293u0 ob at 
ya aiiecail ge an went 


er «J 


cy 


wi 5 


5y 


ere smc wall. De vs a pipes gids ‘8 
4 a 


w 


ao 


intvor the territory ‘of ihe ‘contvquous jurisdiction). When 
Ciismuype Of descontinuity an goverament is’ present, the 
expenditure should be made by the mext higher level of gov-¢ 
ernment.“ Tf each province ‘has its’ own preference function 
which differs from other provincial preference functions and 
from the federal government's preference function and if 
provincial sovereignty is important, the expenditure by the 
next higher: level of government is unacceptable. 

PureonatTe SoluLLON might “then be to establish a 
limited number of governmental levels, each with functions 
approximating its spatial coverage. In this system, the 
more senior government would collect taxes on the ability- 
to-pay prircipie and give unconditional grants to the more 
junior levels of government. If there were some junior- 
level functions with external effeczs, conditional govern- 
ment grants would yield a Pareto-optimal allocation of 
resources even if the lower-level governments were using 
benefit taxation. ~~ 

The Canadian constitution approximates the pragmatic 
SOlUtLOM bUt Ginters from it: 3m some important aspects. The 
BNAUACT Sista tairlycrigid constitution which does not. allow 
“for the changing nature (including. spatial coverage) Or 


functions ‘overmeline, Gms well, there is_no clear distinction 
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34a reton, "Government Grants," speerlse2. 


oe lbleaiskip 4 87 


SPL ef Si ‘ sudaitani aa . 
to. Venue +] a NR tee i 
eer Ty aa a a +a art rth “Shien ae puso 
- oly AS Aaeea tars hee ee ran it aN ope: ag! 1 | 
ha ty. Che DSABM Dd LOST. Ree ae Ieee yankee sac oat a 

‘aq Sova ea | 'S ‘lama ny Leconte 

Meee i ca hate sovoad 


ah 


mtd ae LL) aaa Magers re + baad 

wit Sees nee oon 

1 a leyi, oy Lz sien taNied i wacker 

ae r agp hyos iskigad ait genta 

st hee te et low Lieu Sve 

WY Tateg Gree “Talons ty Bee bud abihay 

“oral okoekes we rht as 22% 4 So atysawo ae wie’ 
Vit OP anes ape ts sh ate aie ‘ongite vi uid 2 2 

Of) Roo. Mere ge Ste reS, : barcet Pivot 

PP scl ot a See Mal Agvsetcnold SH 3 Lea: a 


ook i oe Au Lemees sie 


04 Akaete iy Be P61) AG erre ‘hyn fs Lene ‘edt uae 
ite Gta eS myedaalanak Pam ert tox’ ‘anovtih sud a 
OL a (dba ts ti aru biprs <ivied». wid we 
sania one nae i 
| pos iY 250 pues ath Pray te ttn oi. pecs me 
hid iy | fi. , me 5 | omen “ r 


ia Liar STS ye 


aoe ig ye ; a f 
ne Ane iv ars 


O4 


made in Canada as to which level of government uses which 
PorncloLe “tOscolUvectureventies.. Inespractice, the federal 
authority tends to use ability-to-pay more than benefit as a 
principle while the provinces use both. Likewise, the prin- 
Cipie Of COnGeLOlal .guant’s “in icases of ‘spillovers only is 
Mot adhered to. in.fact, the federal government often uses 
SCOnGEetLOnal Grants. in establishing its own programs. or 


priorities even when spillovers are insignificant. 


Dyer educations HA \Conclweron 
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Earlier in the chapter, it was established that edu- 


cation was a good which demonstrated some of the character- 
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BSiLGe hor  excuenn alin rec. It was also established that it 


met some of the characteristics of a "non-private" good. 
When multi-level governments were discussed, it was seen 
that goods which exhibited externalities should be provided 
Dya MORe Ss cmiog = eve Migovernment “OL *snould berassisvued by 
conditional grants from a more senior-level government. The 
Canadian constitution bars the federal government from pro- 


viding education directly (although this has been deviated 


from in instances’) but has not deterred the federal gov- 


ernment from using conditional grants to assist education. 


supra, pHNS OR 


Sf an example would be Adult Retraining carried out 
by the Department of Manpower. Other examples would include 
schools operated by the Department of Defence at military 
bases and schools for Indians and Eskimoes operated by the 
tindvem Atirates (branch or the Department of indian Affairs 
and Northern Development, and Royal Military College oper- 
ated by the Department of Defence. 
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CHAPTER IV 
GEOGRAPHICAL SPILLOVERS AND EDUCATION 


In this chapter an attempt is made to investigate 
the geographical spillovers of education and whether their 
existence has affected the level of provincial financial 
support for elementary, secondary, and higher education. 
The analysis tests the hypothesis that support for education 
is based on the expectations of net benefits. According to 
the hypothesis, the existence of spillover benefits to 
regions outside New Brunswick (or any province) are regarded 
as losses of potential benefits by decision makers in the 
province. As a consequence, these spillover benefits would 
exert some influence on the expenditure per pupil which 
measures the level of support for public education in a 

: ui | 
province. 

Lossesyto the province from the emigration: ofr per- 
sons educated within the province are essentially of three 

Ithis type of analysis was first carried out by 
Burton A. Weisbrod in his book External Benefits of Public 
Pouca ttonsve The: Same’ material in slignelly daitterent: form 
appeared in Burton A. Weisbrod, "Geographical Spillover 
higecuceand the Allocation of Resources to Education,” ian 


The Public Economy of Urban Communities, ed. by Julius 
Margolis (Baltimore: Ihe Johns Hopkins Press, 1965). 
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forms. Firstly, the additional lifetime productivity gen- 
eraced by "the veducation may be “lost tothe province from 
which the individual is leaving. Secondly, the tax era ee 
fils the province losing the educated would be decreased by 
some factor times the additional income that would have beer 
generated because of the extra education. Thirdly, there 
would be a loss to the province of the non-monetary benefits 
of education such as social norms and values, good citizen- 
Simp, “and so forth. 
Demand for education may be differentiated as follows: 

1) the demand of the student for knowledge and future 
earnings; 

A jweichnevcemana (of parencs Pon béhalt oF their present and 
future schcol-age offspring; and 

3) the demand for the education of other people's 
children. 
The first two demands are not likely to be diminished by the 
knowledge that the recipient of the education may eventually 
leave the province. The willingness of adults to support 
educatiomilother than tHe famines of students and future 
students) may be a negative function of the degree to which 
potential beet it sieaceruing to them from the schooling? of 
other péeople™s children are Tost to those outside of the 


: 5 
province. 


“Peston, iMiineory Of Solllowers,” p.. 194. 
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FOr Chr iciency, G@perecsourcerallocation. and. for equity, 
the implicetion of these geographic spa ltbov ers viswiitat site 
province realizes that benefits produced: by expenditures ‘on » 
ecucatloncakhe captured by spersonsitoutside«thevuprovince, it 
may fail to undertake expenditures on education that would 
De scesireble from the istandpoint of the Entire society. The 
analysis agsumes a decision-making unit that tends to equate 
the marginel costs it bears with the marginal benefits it 
receives. 


Benefit spill-ins, which the province receives from 


‘“""nigration into the province, may tend to cancel the spill- 


outs of out-migration from the province. However, the 
Celi tee et Denerits Lo tne provinte from education pro- 
vided outside the province are essentially independent of 
its own education expenditures. Assuming collective welfare 
maximization, the spill-ins of benefits to the province con- 
stitute fixed benefits which have no influence on decisions 
at the mazgin., Thus the tendency of benefit spillovers to 
cause underexpenditure on education is not offset by a tend- 
ency of Seater des to cause oN Eraepaccinennaue eee: The conse- 
quence is that expenditures on education may be less than 
optimal unless a higher-level government supports them or 
the lower-level government is expanded geographically so as 


: ese 
TOeiiecernelize the sporblover beneries. 


dba 


Breton, "Government Grants." 
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Uo EMourical, Testing 
A linear multiple regression model is used to exam- 
ine the-infiluences? opvamnumber sof “iindependent" variables 
(including spill-ins and spill-outs) on per pupil education 


expenditures. The variables included are as follows: 


i) Expenditures Per Pupil: X, 


The dependent variable, Xi; measures the expendi- 
tures per pupil enrolled in non-private elementary, secon- 
dazy, and post-secondary ‘educational imStitutions. Expendi- 
tures per pupil are established by "decision makers." The 
decision makers are constrained by the "willingness" of the 
taxpayers to support them and by the "needs" of the educa- 
tional system. In other words, the decisions on the level 
of expenditures are not independent. 

Table 4-1 sets out the provincial educational 
expenditures for the year 1961. Local and provincial 

The decision makers will vary from province to 
province...In New -Brunswhok, jsince the reorganization ofthe 
school system recommended by the Royal Commission on Finance 
and Municipal Taxation in New Brunswick, there have been 
approximately sixty local school districts, each with 2 
board Of Genooljtrustees., A provincial’ Bubliceschools tcon- 
mission has a great deal of responsibility including all 
major financial powers. See New Brunswick, Royal Commission 


on Finance and Munacipal Taxation in New\Brunswick, Report, 
Chapter VGLT. 
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expenditures are included. / Federal contributions are 
excluded # Thus, column?) rot wPabl'e 4-1 represents total 
expenditures on education out of texes raised within provin- 
cial borders and out of funds borrowed outside the provin- 
Ctal bqundearaessby thetprovincial.or local authoritiés.': The 
numerator tor calculating expenditures per pupil is thus 
Found im. cetumn (7) . 

The denominator in the calculation of current 
expenditures per-pupil is found in column (8) of Table 4-2 
which is a summation of the enrolment in public and separate 
elementary and secondary schools, post-secondary vocational 
schools, public trade courses for apprenticeship and pre- 
employment, universities, colleges, and teachers' colleges 

Privyete institutions are not ineluded: in *the-enrol- 
ment and expenditure figures, nor a:ce federal schools for 
Indians or blind and dest. The resulting figure for expend- 
itures per pupil represents those expenditures made by provin- 
Cia ard lecal authorities on-pupils registered in) institu- 
tions largely under the control of these same authorities. 

"This ensures-that provinces whach.diifier ing tite 
divesion of localland provincial expenditures: wild be 
treated in the same manner. 

Sprivate expenditure and enrolment data are not 
included because the model is meant to examine the influ- 
ences on local and provincial decision makers. 

The data tor enrolment ere tentative as Statistics 
Canagal Wo-.Uneaole to, get figures tor \icertain types, of .enrol- 


ment -for 1961-6%. The methods of recording and reporting 
enrolments quite obviously vary. 
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TABLE 4-3 
PROVINCIAL EXPENDITURE PER PUPIL BY 
PROVINCE, .1901-02 

i a, } 

er caine 

Government Education 

a) (2) (3) 

Newfoundland DeeoeA LRSWae al, 
Prince Edward Island ore Zo h 
Nova Scotia 48.6 EONS 
New Brunswick S62 16220 
Quebec 467.9 1 DAES) 
Ontario yee) 1 Ok OL 
Manitoba Pe ticas 2. 200%. 2 
Saskatchewan Si VIE ANT 
Alberta Lore S235. 3 
British Columbia 149.6 S020. 


Expendi 
Per 
Pupi 
C2) rs 


oe 


ture 


1° 
(3) 


“From Table 4-1 expressed in millions of dollars. 


teeth Labi éw4d-Qvexpresseduin. thousands, of) people. 


C é ee ; ; 
Rounding causes some variation in these figures 


which are expressed in actual dollars. 


These are average 


expenditures per pupil in each province and do not take into 
account the higher cost of secondary and post-secondary edu- 
Gations »Varieblenx ,-antroduces.thexenrolmentssatrthespost= 

elementary level asa separate variable. 
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ii) Federal Grants for Education as a 


Percentage of Educational Expendi- 
tures Made by the Province: Ko 


The first independent variable to be considered is 
federal grants for education as a percentage of provincial 
expenditures on education. This variable is included so as 
to determine any systematic relationship between federal 
Qrants and the level of expenditures per pupil. A positive 
Sign on the regression coefficient would indicate larger 
sums of money being spent on education (per pupil) in those 
provinces i.n which federal grants are largest. A negative 
Sign would indicate the opposite. 

ApWOstuLve: sign. could chem imply that! grants anduce 
expenditures per pupil to rise. On the other hand, it coulc 
Midicgate that the provinces receiving. the largest grants (as 
a percentade of their own expenditures) are those provinces 
which for some reason are able to afford large educational 
expenditures or alternatively wish large educational expend- 
itures. 

A negative regression coefficient could also be 
interpreted in more than one way. For instance, it may 
indicate that the province engages in expenditure switching. 
Another explanation could be that larger grants are in fact 

Cr ee instance, Province A which was receiving $5.0 
million for education purposes from the federal government 
mevy Lhd cote havewepenty Giar) Go -Osmilion asedtponvreducation. 


Becauseythe grant is forthcoming, however, they may now 
spend that $5.0 million on highways. 
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going to provinces which spend less on education (per pupil), 
either because they cannot afford to spend more or because 
of a desire not to spend more. 

Table 4-4 establishes the federal contributions, by 
province, for the year 1961 as a percentage of provincial 
and local expenditures on education. It will be noted that 
the percentages vary from 12.13 per cent (for Prince Edward 
TeWand) total low of :3.o4..0er cent.(for) Quebec). LOuebec 


rejected some types of grants in (ont 


iii) Percertage of School-Age Population 
Enrolled in Non-Private Educational 
BnSstitutions: Ky 


The percentage of the school-age population enrolled 
in publicly-supported educational institutions is an indica- 
tion of the attitudes of the populus towards public educa- 
tion. Parents who disapprove of public education will send 
their children to private schools and this negative attitude 
Witt them snow up in, thts variables /Furthermorey ai tem ‘ihe 
school-leaving age (sixteen in most provinces) the percent- 
age of students not continuing to attend schools which are 
oubLtcty=supportedracts yas anindircator or negative atti 
tudes towards the public education system. Likewise, the 


higher the percentage of people in this age group attending 

I saveral examples are poinzed out in Appendix A. 
They include University Operating G::ants and Apprenticeship 
raining: 


T 


ee oe 
Miitinge te query Or Simey 1a a Paget, io sansa’ ads, 3 


aug 58) o> At aie i ta i na. 
$64 40 SHOE Bade a bras roses. 4 it —o 
. acme) ae ey oo sow 
3, 
ne heros Sores ks eels soctvibde gst fiw ae 
Hay 8D aeRMiaG oe 2a Led! Tay aut 20%, Eases 


if tredoh Ga) LL IW a Uae Flee no! tang bh qis, Lalee 


‘i mg ni _ . 
rh ee os P. 
* 


> , 


> WR he oe Se! ken ab ts.t rus 


wth aN 5 o> Reh ed bee Tr tok 5408, (® 
; G : 
A } ) j of ¢ ise 


. Ail tah 9 yQgndageT ag oat 
Bute) c 7 3 ob oa L4 ere) > Sui eae sosaes (Ria 
Wy iio Se we Os i a eae Bt i ae. agheltd. 235. 6th 


j ‘ or be 
byy' Apts Teer ole SERIA) ‘ € OSS S ae 2, orw 2IngEst " 


“ 


if ate ov epaa- Stht De 2 Conds 6 ee ee a noxblids 
lasts ,Scuneett russ. Lelio ade 43 Ga. wore ‘edt 


fe 
ee 
~taae yg vit PEPE SvOmRe Rep ie eee tute) She eel eam | 


bo 


‘a8 dadjiy 2houdse hywedze ad eatin © trae, Jon 2tnabude 20. 6 


—2VUROevi seen 420 navi n6. 3b eitpa por roqque yl 
. f ° ee ott rs : 
ad? (gdiweriad cerns mates suoG oR ies wit abyswod 2s but 


' ry, 


bie petehys wg ~1 yay |» tobias res iilileoacia Lows 
a lh hla ae 3 hi iis selasod , 


65 


TABLE 4-4 


FEDERAL CONTRIBUTIONS AS A PERCENTAGE OF 
PROVINCIAL EDUCATIONAL EXPENDITURES, 


1961-62 
Federal 
Contributions 
as a Percentage 
Provincial OL ee roOvinerar 
and Local Federal and Local 
Province Expenditures: Contributions Expenditures 
Newfoundland Sre2cse4 Sakae 60 
Prince Edward 
hs kand Se O76 Lee 
Nova Scotia 48.6 Anes ee 
New Brunsw:.ck S602 en) 6.9 
Quebec 467.9 ikea Sw 
Ontario 62535 2Oe0 Gal 
Manitoba 42.9 3.2 ie 
Saskatchewan 87.9 o.9 7.9 
Alberta Bae eS) Oe ore: 
British 
Columbia 149.6 DMS G 4 ad 


“Erom Table 4-1. 


canada, Dominion Bureau of Statistics, Survey of 
Education Finance, 1961 (Ottawa: Queen's Printer, 1964), 
Taplew4.\ Expressed, in (thousands of dollars. 
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Bupliverscnools is anvandacation: of thea'twillingness® of 
people to support the system. 

Some difficulty is encountered in deciding the ages. 
which constitute "school-age." Since for most provinces 
children enrol in kindergarten at age five and school 
attendance is controlled by law until age fifteen or sixteen, 
the population aged five to sixteen is relevant. If a stu- 
dent is to complete a four-year university degree beyond 
Senior mateiculation (which. in Ontario is not granted until 
Dheecomoletion of Grade XIi1) His .graduation would normally 
come at age twenty-two. Census data on population are 
available by five-year groupings and for that reason the 
population base is considered to be composed of five to 
twenty-four year olds. 

Table 4-5 sets out the enrolment and population date 
and establishes the percentage of five to twenty-four year 
olds in publicly-supported educational institutions. Quebec 
has the lowest enrolment as a percentage of the relevant 
population while Ontario has the highest. 

| Itiis ‘expected that .the regression coeTiicient on 
this variable would be positive. In other words, the 
greater the enrolment as a percentage of the school-age 
population, the greater the support being shown for the 
publicly-operated education system which will then be demon- 


strated in.higher per pupil education expenditures. 
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TABLE 4-5 


PERCENTAGE OF 5-24 YEAR OLDS ENROLLED 
IN“PUBLIC “EDUCATION, 1961-62 


SEL 


Population Percentage 


Province Ear olmencs 5-24 Years Old Enrolled 
Newfoundland dC eral LeeNCeyS: Selon) 
Prince Edward Island 260, f Soe 7 ONS 
Nova Scotia Loa ees ay eyes) Loe 
New Brunswick LO aC Zero OFe9 
Quebec 1 22389 25029 02 60.6 
Ontario Loo 2 OOlT 4 72.4 
Manitoba 2OGNZ S223 64.0 
Saskatchewan oT gt oSle0 68 6 
Alberta S23.8 AS tes Ore 
British Coiumbia B62 V2 oye 0 6503 


“From Table 4-2, column (7). 


Peancdan Dominion Bureau of Statistics, Census Divi- 
sion; "Census of “Canada, 1961, Population, Age Groups, Bulle- 
tin 082 (Ottawa Oueents Printer. 1962).,. Tabi. 20. 
Expressed in thousands of people. 
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iv) Percentage of Total Enrolment Registered 
in Post-Elementary Education: Xa 


re eee i ee ee 


Secondary schooling is more costly than elementary 
education (the first.e¢ight. grades [seven in Quebec]), and 
post-secondary education in the trades and university is 
even more expensive. A positive sign is forecast for the 
coefficien: of this variable indicating that the larger the 
percentage of pupils in the higher educational levels, the 
larger the anticipated per pupil expenditures on education. 

One of the reasons for differences between provinces 
in this figure is that the age distribution of the children 
may vary by province. "Need" rather than "attitude" may 
then be reovresented by this variable. 

In Table 4-6, the enrolment in secondary schools, 
universities, elementary schools, and other post-secondary 
institutions can be found. Roughly three-quarters of all 
enrolment :.s in elementary schools. Post-secondary enrol- 
menurvaries from approximarely 2 to DS per cent of Lotal 
enrolment. The figure used here (the percentage of total 
enrolment in secondary and post-secondary schools) is found 
in column (7). There is little difference between the prov- 
inces west. of the Maratimes, but the enrolment in post- 
elementary education in the Maritimes is decidedly lower 


than in the remaining provinces. 
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TABLE 4-6 


EN BOLMENT DY SEEVELS OF EDUDATION, 1961-62 
(Thousands of Students) 


——r 


Enrolment Percentage of 
in Secondary Total Enrol- 
Elemen- and Post- ment in Secon- 
Total tary Secondary dary and 
Enrol- Enrol- Schools Post-Secondary 
Province ment2 ment (2)rs tio) Schools 
eal (2) (3) (4) (5) 
Newfoundland OS TAP DUES 24S LSwl 
Prince Edward 
Island 2 Oi 20.8 ane, Pu 
Nova Scotia pS he ee 15374 Ate 2A 
New Brunsw:.ck 162.8 126.6 i SOMtZ 222 
Quebec ee 2a 79 904.7 S242 26.4 
Ontario EAPO MS aa POOR IRAs se a De Zao 
Manitoba 266%. 2 RoC ss al 218 
Saskatchewan Zeted $67.7. 904 2002 
Alberta S23.6 226.95 Slao 2 18 
British 
Columbia SOLEL 250.4 LO3TS 28% / 


“From Table 4-2, column (7). 


Pe enadee Dominion Bureau of Statistics, Survey of 
Elementary and Secondary Education, 1961-62 (Ottawa: 
Queen's Printer, 1962), Table 1-02. Includes all students 
UpsttoiGradei VILE pias thosevineduninr Auxiliary Classes 
except in Quebec where Grade VIII is included with secondary 


enrolment. 
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v) Population Change with Elementary-Level 


BPoucatian® or Bess: Xp 


The percentage change in the population resulting 
from the net migration of people with elementary-level edu- 
cation or tess should affect attitudes towards educational 
expenditures. For instance, out-migration of people with ar 
elementary:-level of education results in a decrease in 
expected community benefits. In-migration results in an 
increase in expected benefits. Decision makers would then 
be expected to not spend as much per pupil in areas where 
Out-migrat:on is taking place and to spend more per pupil in 
areas where in-migration takes place. The predicted sign 
for the feoefiricients is thus positive. 

Table 4-7 sets out the number of movers over fifteen 
years of age who moved into and out of each province between 
1920 aa 1961. This figure as a percentage of the total 
population over fifteen years of ag2 can also be found in 
Table 4-7. The available data only take account of the 
place of residence on June 1, 1956 and»June 1, 1961. Some 
people could have left a province -and returned without being 
counted as movers, while others could have moved several 
times and would be shown as having moved once. 

bdval “populsativonsby Sorevince, aged titteen years and 
overtin "196, is used as the denominator in making percent- 
age Salcilations. bite resulting percentage: depicts the 


degree of: mobility as it‘vappears to.the decision makers. 
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vi) Population Change with Secondary-Level 
Pducatxon: Xe 


The variable, Xo» is the percentage of net movement 
in population with secondary-school education. No distinc- 
tions are nade between those who have completed high school 
and those who have completed only a part. 

The comments which can be made about this variable 
are identical to the previous one. The expected sign on the 
regression coefficient is the same as for Xp. Table 4-7 
contains tne relevant numbers and percentages for variable 


Xe 


vii) Population Change with Post-Secondary 
Education: Xo 


The percentage change in th2 population resulting 
from net migration of people with some university or univer- 
Sity graduetion is found in variable Xo. Data for this 
variable appear in Table 4-7. 

The comments for the previous two variables are 
applicable to this variable as well. One would expect that 
the higher! the level of education, the more significant the 
loss of benefits and, therefore, the greater the influence 
on educational expenditures. 

viii) Percentage Change in Population 


Resulting from Net Migration: Xo 


The percentage change in population resulting from 
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attainment is designated as Xo. Data tor this varvabile tare 
found in Table 4-7. 

tele sexpected that, if a’ provinee is losing any 
population, aL .considers it to be-a-loss of human capital 


and for th:.s reason would tend to invest less in human capi- 


tol. @ ihe-expected sagn for this-variable is positive. ?4 


Zee ives a Ua: 

Diptnicestetastacal. test, theedatal used are those 
for the Canadian provinces in 1961, except that the migra- 
bronmacva Govers thetoeriod June: 1, 1956 to June lt: 1961. 
There are various attributes of the data of which the reader 
should be eware. 

It will be noted in Table 4-8 that Statistics Canada 
data are used exclusively. In Appendix A, federal contribu- 
tions to New Brunswick are calculated on an annual basis, 
but for this regression the New Brunswick figure has to cor- 


respond to the other data available. 


Boe ao previous econometric studies of determin- 
ants of education expenditures have included variations of 
the variables X5 through X,. These include: Jerry Miner, 
Social a ECconomac Faetors in spending for Public iBbducation 

Syracuse Syfacuse) University Press, 1963); Edward Renshaw, 
NA Note on the’ Expenditure Effect of State Aid to Education," 
Journe | <6f Political Pconomye sLXVIl1. (April, 1960)4) 170-74; 
Sherman Shaoviro, "Some Socioeconomic Determinants of Expend- 
itures for Education: Southern and Other States Compared," 
Comparative Education Review, VI (October, 1962), 160-66; 
Werner Hirsch, Analysis of Rising Costs of Public Education, 
Study Paper No. a Joanne Economic Conmittee, (U.S. Congress 
(Washingten,mMD.C. Government Printing Office, 1959), pp. 
30-328) GO<soT: and Wadebbou External Benefits, pp. 100-16. 
The latter study includes a migration Variable. 
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Comparable data for the Northwest Territories and 
Yukon would have been desirable, but it would not have 
micreeased@thesrebliabmiidcyeot thetstatistical estimations 
Significantly. The data available, however, are insuffi- 


GfentetoOvinclude either territory im the regression analysis: 


3. The Results 

The welfare-maximization model predicts that in a 
multiple regression analysis in which other determinants of 
public Baer aon epancs tures are held constant, the coeffi- 
cient of variables 5, 6, and 7, net migration by the three 
levels of schooling will be significantly BO eiearee That 
is, assuming a continuation of the 1956-61 migration pattern, 
those provinces which anticipate out-migration will have 
expenditures per pupil lower than otherwise expected. 

As well, the coefficients of variables 3 and 4, the 
percentage of 5-24 year olds enrolled, and the percentage of 
pupils enrolled in post-elementary schools respectively, 
would be significantly Boss manes Thateiss assuming thatoathe 
community's demand for education is represented by the per- 
centage of 5-24 year olds enrolled in publicly-supported edu- 
Cation, those provinces with a greater demand, Tor education 
would have higher expenditures per pupil than would other- 
wise be expected. Likewise, if the "need" forsmoresfunds is 
represented by the percentage of those enrolled who are at 


the post-elementary level, then those provinces with greater 
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"need" would have higher expenditures per pupil than would 


otherwise be expected. 


The regression equation obtained was as follows: @ : 


A, At bO2Q5 291 poe lows tex 


(5.82) 


tO Mee Kher 634 £30 otk 


. (49g)? | (alsa) 


Z “+ 


Br ee 0 Xe ROOT Os 
(143.80) 664520 keris” nak Dak alt) 


ve 
The standard errors are in parentheses. The coefficient of 
Xo about wiich there was ae priori expectation is negative 
anda.sionificant catcthe 5 per cent NeuSivays Above, two pos- 
Sible reasons for a negative regression coefficient are sug- 
pekedice It is difficult to say whether provinces actually 
do engage :.n expenditure switching or whether the largest 
grants go to those provinces which spend smaller amounts on 
education per capita. Both explanations are plausible. The 
latter has some appeal to people who wish to continue the 
federal ro..e as an educational granting agency. 

TT ahe coefficient of multiple determination, ne is 
O96 eindorthe adjusted tcoceiiicient, Rs (0. S9.ce he bb tstar 
Cee Cocu OO Wiech 2s SLO rCcant e¢ 0euvse rota. uae 


per cent level. The coefficients of partial determination 
are as follows: 


y 21+ 34567 Acree sp le 23467 ae ye 
2 yA Sem 

Bl. 24567 = 0.74 y61.23457 = -0.74 
2 Bees Za = 

4123567 = 0.97 + 11.23456= 0.42 
14 


Using a two-tail t-test. The two-tail test is 
necessary simeer tie srgn of —the-coefficient had not been 
predicted. 
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The variables X and XA both have the expected sign 
Sich ore voit veal satmpetter than the UO -peryvcentvand 1/2 
of 1 per cent level respectively.+© 

AbvLentLON Can-now be turned to the coefficients of 
the variables Xs to Xo. [ne euons Oteehencoer i icientc. 1 or 
Xp and Xo ane as-predreted but’ are not statistically sig- 
Wrevedii. bne Sign.o1 the -coetricient for Xo is not as pre- 
Greled. 10r 1S TU sionificant at better than the 20 oe cent 


iey) 


level. This suggests that decision makers are not influ- 


enced to change per capita education expenditures by 
observed migration patterns. -® 

One of the problems with determining statistical 
Significance in the above regression analysis is the lack of 
degrees of freedom. By doing the regression analysis with 
only one migration variable, the degrees of freedom are 
increased in number. Thus, a new variable (X,) represents 
the percentage change in population resulting from net 
migration. “fhe hypothesis as! that decisron makers “take into 
account out-migration when expenditures per pupil are set, 
regardless of how well educated the out-migrants are. The 

using gece le=tail te~tese. she sing testanl sles t 


feeaANorOorfavessince the si1ogns of the coerk resents hiad=sbeen 
predicted. 


I yjsing a two-tail t-test. 

1B attention fs drawn to Ts HA Wornndcort “and R. ae 
Wonnacott, Inbrodiicloryestalistics (New York: John Wiley 
and Song, fne,., 11969). p. L795 where it is suggested that 
with a small sample (this case), judgment is best suspended. 
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regression equation obtained with this. change ieee 


Od ooo iene OS Mate Ae Sah B2203. Km 20 
(6.37) CAT81} (5500) (939) 


8 
This time the coefficients of X. and Xy are significant at 
Glee tO “the 10: per cent level and better than the 1/2 of 1 
per cent level respectively. The coefficient for Xp is 
again negative and Significant at the 10 per cent level. 


The coefficient of Xo woot SLOMIT Canty dit ferent from 


LeELO. 


4, - Discussion and. Conclusions. 

The results of the regressions that have been run 
Poe on. ne directo. » Lhe. mosh sxonit veant variable aim 
the determination of per pupil education expenditures in 
Canada is the "need" variable, percentage enrolment in post- 
elementary schools. The other variable that seems consis- 
tently significant is the percentage of 5-24 year olds 
enrolled zn. public. education... Both variables measure-an 
attitude towards education although the percentage enrolment 
in post-elementary schools may also be determined by age 


Gre rsoULLon. wt tmese Variables do, in fachy measure 


mers 


1° The e0erficient of multiple determination, ae is 
On Ghrancetdemac usted COGCLELOLent, AO, is (O0.G0c. hes eta- 
Lae Clee Lome Avia clisss iSon ie cant ati wetter than the 1 
perecent level. The cociticients of partial determination 
are: 
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dutitude, the. coefficients suggest that, positive attitudes 
will be expressed in higher per capita education expendi- 
tures. 

The migration variables do not seem to be signifi- 
cant in the determination of per pipil educational expendi- 
tuLes. lhat might.suggéest that .education decision makers 
are influenced by some force, othe than rates-of-return. © 
This conclusion does not correspone. to. the results of the 
study done by Weisbrod where the coefficient of in-migration 
proved to be not significantly different from zero, while 
the coefficient of the out-migraticn variable was negative 


Zk 


and significant at the 1 per cent level. The value of the 


out-migration coefficient in Weisbiod's results showed that 
for a one point increase in the percentage of the population 


net out-migrating, there was an associated $4.04 decrease in 


per pupil education expenditures. ~~ 


There might be several explanations for the fact 
that an expected net out-migration of population might have 


novertect on. decision makers in Canada... Jhere dave been 


othe terms "seems" and ."might" are used vin sline 


with the fact that judgment is best suspended because of the 
samole size. 


*lieisbrod, Exier@e. seene tes. apa i. 


22 An attempt was made to estimate Weisbrod's regres- 
sion (without racial distinction) with Canadian data but the 
Pebevel ommtolerance-level was insuiticient for the computer 
fo complete ne estamacion ‘of all of “the coefficients. his 
Was becaleenof theyfact that there were nly ten ,cbsierva- 
tions for each variable. 


Hr yy 


whl - 


“SILE 4hi5 


® Ul , ery 
: ha Hebtel amy to makes pipettes” Set ae 
Sy eh. be E +8 sca, mi exenim po raltosh nea 


rag ne if Ce 3) ete ot bids Alt Tai twee Y tiune* Sma z 
eRe Parc pNin jag at Nias ii ane +3 


etherdrieW . caiten? ebea mie repel: 
Wd cteh sedetnlye Adla ( poitapi ged 1G a IHS ©. 
igetugaer Gl x07. ase SoA Paes — loval-goneas Bp. 
sQsTB ia) tgs SNE AS) hee. fet agen 
-ErTesun: ahd Ry dict asd -_ 


oviddaut. Pans lating anos 
ere nah 3A 194 eset ragngye ae 
: : a | é ; a y wit oat 
‘ius ~—oet Ob agi eAlasy BORED 3 Pia ait, 


putytqube Liggett tp rob ssoimadeh iit 


tea gee | 1409 J augue 4 ig aud +. 
“ik. cede. pete Sauer seer: ytt Wea: 
; / eat 

¥ uid @c oheetines Sy warm oGkas 
he Cee ae ee it, Louden Wl ya. 
juptg tiab yhoiwatatagie dened ont 

oldé ae 19k haps ait “bo! wnsk 


Bye ahi “og J ody 2h sen 


ae Lang AT ens Lithos nee 
Vols Sip rea Vee fe: © AGPTIAS itd oh 
NY ea An edede wh aw eee anne enkine - =a 


S oseurtonpaed nvtsesvh 
Ob em Ls ca tyes. bekevin Subied scarhid 


_— 


Vv 


hal oy ss ibhgute aarti (bated 


veed 


o2 


attempts in Canada to make the educational system consistent 
between provinces in terms of schocl-leaving age and ee 
CuLrrE cCuluM,Y Some of thas consistency as a result of the 
accive co-operation of ‘the provinces through periodical 
ministeria..-level meetings and thrcugh provincial standards 
which allow very little local autonomy. — In Canada, as well, 
a larger percentage of school funds come from the senior 
(federal ‘and Drovencra) | Governments: than in. the United 


23 For these 


Suoves (>> per cent as opposed to 46 per -cent). 
PeasOns, @Oeal decision makers (including provincial. educa- 
meron O1ftcrabs) lave less power LO vary expenditures accord= 
ing to expected rates-of-return than would their counterpart 
in the United States. 

The coefficient for federal grants has already been 
referred oe Again, there might be a reason for its nega- 
tive sign and its seeming significance.“ The Canadian fed- 
eral government tends to standardize its grant programs so 


ties uney eresceduelly vayarheble to all poovances. els 


takes away the incentive for decision makers to vary 


-“These figures were taken for the eae 1963-64 from 
Canada. Vominion Bureau -Of /Stallstics, survey of Education 
Finance, 1964 (Ottawa: Queen's Printer, 1968), a io angl 
Ke As Samonvand W.0V. Grant. Digest “or” Educational otatis- 
tacs, U.s. Department of Health, Education, and Welfare, — 
(Gites sot. EGuca rior: (Washing ton; DG. Government Printing 
OLei cen. (067 eo babier i 
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eis reader 15 again reminded. that judgment is bes, 
suspended .ecause of the sample size. 
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programs which would cause expenditures per pupil to vary. 
Weveorod round) the coéiricirent for this variable to be not 
Sagniricantily different from zero and suggests. that federal. 
grants might not be considered an incentive nor a disincen- 
Savento-lUeS.) state education expenditures. 7° This view 
would lend credence to the idea thet grants are being given 
to those jurisdictions that can least afford education 
eroend@tumes (i.e., Grants do not Cause more or less spend- 
ing on education). 

Before this discussion is. concluded, it is necessary 
to refer to the statistical difficulties associated with the 
study. First, there are only ten provinces which means that. 
a cross-sectional study suffers from a small number of 
observations, relative to the number of variables. One way 
to overcome this would be to run a combination of time- 
series and cross-sectional studies but in this study migra- 
tion data are unavailable on a time-series basis. Secondly, 
Statistics Canada was kind enough to release their unpub- 
lished migration tables, but both they and this writer are 
oe OfVthe rauher Ssigniticant: problems, of Using these. 
Because these data were based on a statistical sample dis- 
aggLedateuulywage education, and province of residence in 
1961,.‘some- Cel Vo) have” so few observations as to! betunreli- 
able. 
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The data on expenditures per pupil must be consid- 
Stedecentative.  fO.Meaintain consistency, Statistics Canada 


a 


data are used. These suffer from being incomplete. Also, 


Statistics Canada admits that because of recording changes, 
enrolment cata are incomplete for LSet? 
in spite Of the statistical -ditficulties, the 
results are remarkably similar to studies done elsewhere. 
The desirability of further data. collection and testing. is 

clear. 

There are two further items to consider in conclud- 
ing. The reader is reminded that education expenditures are 
Made as Page. Of ia political process involving voters, their 
representatives and bureaucrats.~" Throughout this chapter 
references are made to decision makers. Who are these deci- 
Sion makers and to whom are they responsible? From province 
to province the decision process and institutional arrange- 
ments vary. All provinces are consistent, however, in that 
they seem to be involved to some extent in the control of 
both expenditures and revenues. All provinces have some form 


OfsG@lecited boards at the local “lével but the degree of auton- 


omy Varies. in Ontario these boards are free to establish 


visio for New Brunswick are compiled in Appendix A. 
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29 One merenmt rerer here to R. N. McKean, -Rublic 
Spending (New York: McGraw-Hill Book Company, 1968), 
PO O-25,0 Or 4 discucsion” of tine poliuical™” process tas” an 
"unseen hand." 
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salary scales and local property taxes (collected by the 
municipality) while in New Brunswick, all costs are paid for 
by the provincial government. ~” 

it; would appear, then, thatthe basic decision- 
making unit. in Canada is the province. The federal govern- 
Ment ts involved an education but has little direct control, 
The control of the federal government evolves from its 
HMipiuence. on provincial decision makers through, conditional 
grants. the provincial ministers of education do meet on a 
regular: basis, as do civil servants,. to make common deci- 
Sions but the province still maintains its autonomy in deci- 
Sion making. 

The decision making which does take place has been 
referred to above as taking place within the political sys- 
tem. Alice Rivlin suggests that decisions with respect to 
education have, in the past, been oriented towards "avail- 
POLY Or ejico ton. | She suggests that the problem has 
only recently become one of "efficiency" and that decision 
makers are faced with trying to measure benefits and costs 
OF particular social “actvons "which are much harder’ to iden- 
tify and. to measure, though no: less important than the 


SCF or a recent description of “the linstitutional 
arrangements, see) Canadian» lax Foundation, .Provingral stand 
Municipal Finances, 1971 (Toronto: Canadian Tax Foundation, 
1971), chap. 8, which appeared bi-annually prior to 1971 as 
Provincial Finances. 


2 elite M. Rivlin, Systematic Thinking for Social 
Acliom | Washington: lhe Brookings Institution, 1971). 
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private benefits." This chapter attempts to measure the 


various influences felt by the decision makers in determin- 
ing per pupil expenditures. 

Finally, thee chapter deals with migration, an-area 
which has been largely neglected in the literature. Schultz 


suggests that this neglect may be because policy has been of 


SS) 


a laissez-faire nature. Whatever the cause of neglect, 


this study suggests that education decision makers are not 
eoeidenced’ by the Goration of’ those with higher education 


when per pupil expenditures are established. 


oc Loney tp? meee 


ae WeeSehuiecz. cos, Human Resources, Piftieth 
Anniversary Colloquium VI (New York: National Bureau of 
Feenomicumescareny = 1972) s"ore4/. Schultz goes on to peant 
out that no matter how efficient private decisions may be, 
they will not necessarily bei socially efficient. Also, he 
suggests, decisions are not truly laissez-faire because pub- 
hic’ é€xpenditure on schooling has strong measurable effects 
OnwmbLoratlon. 
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Ciiak Ten 
EDUCATION AND GROWTH 


A variety of approaches have been employed in 
a@evempts LO assess the economic contribution of éducation in 
various studies. These have been characterized as the fol- 
lowing: 

1) the simple correlation approach; 

2) the manpower needs (planning) .approach; 

3) the: returns-to-education approach; and 

a) thearesi dual) approach. 
Poco Or tiese molncds Ofeevaluation Of.the contribution of 
education to development has its own advantages and disad- 
vantages. tn this chapter, each approach is examined in 


sky ian ee 


l. Simple Correlation Approach 


A number of studies have undertaken to correlate 
educational expenditures, education levels of the labour 
force,.or enrolment ratios. (students. per unit population) 
wily oross* nationale product per capita over tame. \ Similar 
studies have undertaken cross-sectional analysis at one 
port im time com aemumberm or ‘countenes.. Other studi eéemhave 


beer Croso=sectronal out on an Lodustry or farm basis. 
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Thevantertemporal variant of thils approach: consists 
of correlating education and GNP within a given country over 
cime.-- "Both Schultz and Harris: have: made correlations’ of 
this kind.” 

Attempts at intertemporal correlations highlight twa 
problems which plague the approach. First, there is a ques- 
tion of what cause and effect relationship is involved in 
the education-GNP correlation. A positive correlation may 
support the view that spending money on education is an 
important: Way al radsang’a country's GNP. “9 The ‘same’ correla 
tion could also be viewed as evidence of education being a 
consumer good on which more is spent as GNP increases. 

The second problem is present in any analysis 
involving lime series. Education is an investment and pre- 
sumably stays with the student for most of his life. The 
analyst must, therefore, decide whether a time-lag is 
appropriate: and how it should be weighted. + 

Inter-country correlations at a fixed point in time 


have shown that there is a positive relationship between 


Lam WAS Sehulttz,. “EdUGatToOn andibconomit; Growth. in 


Harvard University Press, 1949), especially pp. 160-65. 


wait hast beenmeuggested: that younger persons ter’ those 
who have recently acquired their education should be more 
heavily wegohted: “SeerSchultz, “Education and Economic 
Grow tit <i pw 66. 
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education and GNP/capita.~ These studies point out the edu- 
cational efforts of one country in relation to what is being 
done elsewhere. The construction of meaningful inter- 
country comparisons is plagued with practical problems. 

Beside the cause and effect problem which has 
already been referred to, there are problems in obtaining 
comparable GNP figures and finding comparable indices of 
educational activity. If, for the. Latter, expenditure data 
are used, there is the added problem that equal expenditures 
imply equal output only if the efficiency of the two or more 
systems is the same. 

The third variant of the simple correlation approach 
is that of -inter-industry or inter-firm correlations. The 
advantage of this variant is that the two-way causation 
problem is not so serious as it was in inter-country or inter- 
temporal correlations. Firms are not usually considered to 
be "consuming" education in the way that individuals do. 

There are problems associated with inter-industry 
correlations. Differences in geographical location, 


tee Myers and F. Harbison, in Education, Manpower 
and Economic Growth: Strategies for Human Resource Develop- 


ment (New York: McGraw-Hill Book Company, bOG6S, mihi Stat 
there is a very high positive correlation of .88 between a 
composite index of human resource development and GNP per 
Cabitaverpressca imlULSiiidol bars: )\Seeppa i400 thelerbodk : 
Thetrimend sis contiamediby AlweSvennilsonj,wh. Eddingyeand 
Gayeivan fin tilamgetS ron “education sin Europe tim 97/0, UsPol - 
icy Conference on Economic Growth and Investment in Educa- 
tion (Paris: Organization for Economic Co-operation and 
Dewekopment, (1962)4.:pp. lL 5-1L2. 
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differences in technology, and differences in market-power 
may be reflected in both the educational levels of employees 
andi the preatatabidaty of ithe industry... Inter-fizxm icorrela- ; 
tions are less inclined to be affected by these problems but 
are not completely free of them. 

All three variants of the simple correlation 
approach involve a number of problens which have been dis- 
cussed above. Further research may help to eliminate some 
of the proklems. -The variant most favoured in the litera- 
ture for future prospects is inter-firm correlation within 


one industry.“ 


2. Manpower Needs Approach 


The objective of "forecastiig" manpower needs is to 
provide educational planners and potential students with 
information as to the likely needs for persons with various 
kinds of training. A number of metiods for forecasting man- 
power requirements have been tried. 

The manpower needs approach is not strictly a method 


of examining the efiect of education on economic growth but 


eiire reason 1S that aincver-firm Comparisons may be 
useful in the context of broader manpower development plans 
in that the need for educated people in the future may 
become evident. See William G. Bowen, "Assessing the Econ- 
omic Contribution of Education: An Appraisal of Alternative 
Approaches," in Economic Aspects of Higher Education, ed. by 
Seymour E. Harris (Paris: Organization for Economic Co- 
operation and Development, 1964), p. 181, and Bruce W. | 
Witkinsomp Studies inj the Economics of Education, Occasional 
Paper No. 4 (Ottawa: Department of Labour, Economics and 
Research branch, logo, tp. Sl. 
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it is viewed by some people as being a means of overcoming 
bottlenecks which hinder economic growth.° In developed 
countries, the emphasis is on accelerating or continuing 
past levels of growth while in underdeveloped countries, the 
emphasis has been on developing a domestic labour force cap- 
able of utilizing the various physical and economic resources 
available’ to that’ country: 
There are five distinct methods used by manpower 

forecasters as follows: 

1) employer surveys; 
a 


projecting present manpower ratios; 


) 
) 
) comparisons with more developed countries; 
) ILOR-~txrend method; and 
) Meciterranean Regional Project method. 
The employer survey method is direct. It asks that 
employers specify the numbers of persons with specified 
kinds of qualifications they will require at a certain point 
of time in the future.° 
Projecting ratios of trained manpower to employment 
ante theetfuture can take liintoy account: demographic information, 
“Mark Blaug, Ans Introduction to the Economics of 
Education (Londons Aliven- Lane. The Penguin Press, 1970), 
pe oat. 
Te ALMMoserand P. ReiG. \Leyard,- "Estimating, the 
Need: for OQuadified ManpowéreanyBritain," in Economics of 


Eguceation, eds, by Mark Bhaug, 1 (Harmondsworth: Penguin 
Books, 1968):,° 30340. ateg' 
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expected ishifts in the relative importance of various indus- 
try groups, and past changes in the ratios. / 

Some educational planners undertake to examine the 
present ratios between skilled manpower and the total work 
force in countries at more advanced stages of development on 
the assumption that a capital/trained manpower ratio in the 
advanced country is the causal force in determination of 
national income. ® 

The ILOR-trend method (incremental labour-output 
mento leterecasts tthe |furune. demand ‘torseach occupational 
group by extrapolating a linear regression of the numbers in 
aevartircular occupation omi’national income: «To»eaccomplish 
this in a reliable manner, time series indicating output per 
man cross-classified by sector, occupation, and educational 
qualification must be available.” 

ThesMeditemrancan Regional.Rroject4(ancOEGDiproject 
to produceseducational plans (for Portugal; Spainy Italhy, 
Greece, Yugoslavia, and Turkey) proceeded in stages. The 
project first established a target GNP and broke it down by 


major sectors. The second step involved applying average 


Ibid., pp. 297-99. 


Ow H. Knowles, "Manpower and Education in Puerto 
BRicos! i noMenpower and Education: Country Studies inmeEcon- 
omic Development, ed. by F. Harbison and C. A. Myers (New 


York: McGraw-Hill Book Company, 1965). 


2p, De Wolff, "Employment Forecasting Techniques in 
the Netherlands," in Emoloyment Forecasting (Paris: Or an- 
ization for Economic Co-operation and Development, 1963). 
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PopOUE-OULpULerdti1 os .touthevGNe \tangets Jinseach sector, 
yielding labour requirement iforecasts by sector. The latte; 
were then distributed among a number of occupational cate- 
gories.. the next step was. to allow for persons leaving 
occupations due to death, retirement, and emigration. The 
final resu..t was a forecast of the demand for educated 
people conditional on achievement cf the GNP target.-° 
The manpower needs approach has the advantage that 
it offers definite guidelines framed in the terms in which 
decisions are actually made. This advantage is balanced by 
several difficulties with the approach. As mentioned 
earlier, the approach is meaningless unless some relation- 
ship between the benefits of having a particular number of 
trained persons and the costs involved in having them. 
Secondly, manpower projections to date have not foreseen the 
implications of new scientific developments and have failed 
torstake account of the elasticity of substitution between 
capital and labour and between highly-trained manpower and 


less-highly-trained manpower. 


3. The Returns-to-Education Approach 
THeTe are Cwo DasicG OTrlEntaltions in. the Literature 


on direct returns-to-education. These are the personal 


_ vee 


10m. Se Parnes. bonecasting Ediicational Needs for 


Economic and Social Development (Paris: Organization for 
Economic Co-op ~operation and Development, 1962). 


A Bowen, NAssescing aie \COonteibution, of Education." 
pe. 198-99. 
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profit orientation and the national productivity orienta- 
tron Although the-personal. profit orientation (differences 
in net earnings of people with varying amounts of education 
being evidence of the financial gain associated with attain- 
fierre Of education) 1s interesting, 1t is not relevant to’ a 
discussion of the effect education has on a province's 
developmenc. The personal profit crientation represents the 
added profitability of the individual to an employer. A 
province may capture some of this through taxation but net- 
ting taxes out can handle this problem. What is important 
EO*NOte Tis that -it®is-a personal motive for*education, ‘not 
one on which public decisions hinge. 

The national productivity orientation looks at 
education-related earnings differentials as partial evidence 
ofthe effect of education on the output of the province 
(country), based on the premise that differences in earnings 
feflect difirerences invproeductivity. It 1s "this orlentation 
whiich=is oT “interest inthis "study. 

To list the problems associated with the approach 
makes the case against using direct returns-to-education 
SsTonbt 1 Canta .heresare,.hhowever, “valid*reasons for pursuing 
the -toplcul urther. 

The first eriticism-which has been made “is “that 
anialysts autribute to education results which are partly 
caused by differen¢es in®*intelligence, ambition, family. con- 


mections, and $0.6n. Attempts have been made to overcome 
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this problem busy thelerrorts; to dateimihaveybeen@léss than 
entirely satisfactory.*- 

Another problem associated with the approach is the: 
link between relative wages and marginal productivities. 
This link may not be present if firns are not profit maxi- 
muzers 49st) the tSalaryrstructure is*rigideby traditionyaif 
the non-monetary attractions vary from one type of work to 
another, or if collective power in certain sectors influ- 
ences relative earnings.?° 

External economies are not accounted for in the 
direct returns-to-education approach. These external econ- 
omies coulc. include a better-informed electorate, culturally 
alive neighbourhoods, healthier and less crime-prone popu- 
Peat horcgramd -SO-On. fo°uS now impossible to: have external 
costs, as well, although it is diffxcult to know. of what 
orders of magnitude they ey 

Lastly, this approach projects rates-of-return basec 
on the average rates for past periods. Renshaw and others 
have seen this as a difficulty because additional investment 

Lecary Becker, "Underinvestment in College Educa- 
tion," American Economic Review, L (May, 1960), 346-54, and 
the comments on the success of these attempts in Bowen, 
tessese i ng. thevGontribpue1ron, Of pducation," p. LSG. 

tion a discussion of these difficulties, see Bowen, 
mmesessing. (he<Cantyvibutron tot pEaucation;" ipp? 1e6-Serand 


190. 


vet Peston ineorytorospillovers," pp. 184-205, 
includes a complete review of spillovers. 
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is apt to have a smaller rate-of-return by virtue of the law 
ofidaminishing mature.” Miller and Becker, however, have 
shown that the rates-of-return have been roughly constant 
Over time..® 
ADMtALS -pOlnts satilention will .be.shifted,to.three 
advantages of this approach. First, direct rates-of-return 
can be calculated for individual groups (males, females, 
Boca) Ose ins .fandssOn0n) «1 ,Secondly, suseful vimtormation 
for allocating resources is provided, because educational 
benefits are related to educational costs. Lastly, and per- 
haps most significantly, this approach is susceptible to 


; 1 
Teranemencs. 


4. Residual Aoproach 


A great deal of literature has been published in the 
last decade on the residual approach to measuring the con- 


Pit DU LdOnnOtseCUcaci.OnaLOwtnherOutbUTuOl.a countey.. Lhe 


1 2 F. Renshaw, “Estimating the Returns to Educa- 


ko Oneal sReview Of, EconomL.eo and Statistics, tALLL. (August; 
1960), 318-24. 


16H: P. Miller, “Annual and Lifetime Income in Rela- 
LOW BO,eGucat1 Ones 41935-1009 .,"" “Ameri cCamakCOnOm CReVLeW sa: 


(December, 1960), 962-86, and Becker, "Underinvestment in 
BIMCALLON wk PP. .-oF0-54. 


17p owen, UNesessing the ~Contribution «of ,education,," 
boasted and LOvry Sohuitz, edz, \Human Resources. (p.. 7394, sug= 
Gestsalhatauenenancrerdependency of, the various. parts of the 
economy, anduthevicratic¢alL attributes, of capital -must become 
integral parts of such investigations (extending knowledge 
about rates-of-return)." Parentheses mine. 
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best-known study is probably that of Denison in which he 
esbimaves: that--23) percent! off the: total growth’ of) national 
product in the United States from i929 to 1957 could be 


attributed to improvements in the cuality of the labour 


force of which education was the mcst significant factor. 18 


Other cont:cibutors. to the approach have included Kendrick, 


Abramovitz. and Solowin? 


The basic methodology used in the residual approach 
is to identify as much as possible:of the total increase in 
economic outputs with measurable inputs, the usual ones 


being capizal and labour. This leaves some of the increase 


18): F. Denison, The Sources of Economic Growth in 
the United States and the Alternatives Before Us, Supplemen- 


tary Paper No. 13 (New York: Committee for Economic Develop- 
Welty wlIO2Z.- ps, 2o4e 


19 Sohn Wo Kenorick, Productivity irends: “Capatal 
andjkbebourg! Review or Economiest and Statistics, AXAVIT 
(August, 1956). 248-57, aises weighted real input units to 
find output given standard efficiency which is less than 
actual output... The conclusion is.that productivity gains 
accounted for more than half of the 3.3 per cent average 
rate of growth in real product. Moses Abramovitz, in 
"Resource and Output Trends in the United States since 1870," 
American Economic Review, Papers and Proceedings, XLVI (May, 
1956)005-200lusee alsimilarimethedt tol find that-cumelated 
inputs only allows a 14 per cent increase in national pro- 
duct per capita while actually national product per capita 
had quadrupled during the time period. He attributed the 
differences to changes in productivity and specifically men- 
tioned education. Robert M. Solow, in "Technical Change and 
the Aggregate Production Function," Review of Economics and 
Statistics, XXXIX (August, 1957), 312-20, segregates shifts 
of the production function from movements along it. By 
using his method, he finds output per man-hour doubled over 
the 1909-49 time period and 87-1/2 der cent could be attri- 
buted to technical: change, the remaining 12-1/2 per cent 
being attributable to increased use of capital. 
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‘in economic output (the residual) attributable to unspeci- 
fied inputs. Education and technical change are probably 
the most important of the unspecified inputs. 

The Cobb-Douglas production function has been the 
Moveal baste umodel used.) Wath- constant returns to scaley it 


is usually written~—as: 
(5-1) 


where 0, is potential gross national product in year 2 Ly 
and Ky are potential labour and capital inputs respectively. 
In year ‘? A rsa undex ob votal. factor productivity, ‘dnd 
Brand! iGl =bi)inare Ghee elasticities of output with respect to 
labour and capital respectively. 

By taking logarithms, diffecentiating, and assuming 
neue Witeehnol ogical ichange. sthy constant), Pema ete rate 
of growth of output is as follows: 

AQ/O = AA/A + b (AL/L) + (1-b) (AK/K) (5-2) 
where AO/O is the rate of growth of gross national product, 
andwik /KiuandeAb/ bare tire eiieeehre rates of growth of capi- 


ao Thatepare OL the Oroewth) tia rouL pur 


tal and labour inputs. 
that cannot. be explained by the growth of capital and labour 
inputs is measured by AA/A or the relative rate of growth of 


botaiviactom ipnoductivity.. 


Oris type of analysis was suggested by Richard hk. 
Nelson, “Aggregate Production Functions and Medium-Range 
Growth Projections," American Econonic Review, LIV (Septem- 
ber, 1964). 575-606. 
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Denison can be interpreted as having introduced into 


the model an average labour quality variable such that: 7+ 


4 . yi deb 
0, 2 A. Ey Ky 


; : * 
where E = Ly Gee Ay being the index of quality, and A. 


being a narrower concept of total factor productivity (as 


oe 


Compared £o A, in Equation 5-1). 


is 
Viehe/Gursadesignatved by KG, AB/E = AL/L + ho and 


the Denison variation of the Cobb-Douglas production func- 
tion becomes: 
0/0 = AA Ae ibkae > CAl/L) 42(1-b). (AK/K) (5-4) 


ees Om lotionpr as / A? ONG 15 jhe relative: rate, or 


21h Reader as Eoeminded vthat. Denisoniideal ih with 


Capital as well but for the purposes of this discussion, 
only the lebour quality factor has ».een examined. Nelson 
deals with the complete Denison system which could be writ- 
elie 
: b l-b 
on a Ay Qe Ji 
where Q, is the same as E J, is a quality-weighted number 
of Tera with new machtnes given greater weight than old 
machines, and Ay is an even narrower concept of total factor 
productivity than A*. The differentiated equation after 
logarithms have been taken would read: 
KOO, = AA An NG (1 -b)- AK = (1b) xa bAL/L 
+ (l-b) AK/K 
when AJ/J = AK/K + Ak - AKAa, where Ak is the percentage per 
year improvement in the quality of new machines and ais the 
average age of capital. 


POeLe a recent discussion of q the quality index, 
see Zvi Griliches, "Notes on the Role bf E 
duction=runctions and Growth Accounting,” an Education, 


a ee re re ee 


Income, and Human Capital, ed. by W. Lee Hansen, Studies in 
Income and Wealth, XXXV (New York: National Bureau of Econ- 
omic Research, 1970), pp. 81-83. Griliches notes that the 
educatron Varrables an this form ere. “significant” at con- 
VentioOnal statistical levels. His study included.U.. S. 
Agriculture (two data samples) and U. S. Manufacturing ( two 


data samples) 
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growth of factor productivity. Improvements not "embodied" 
in labour inputs (for example, improvements in management 
Practices) are represented by AA*/A*. The relative rate of 
improvement in the average quality of the labour force is hq. 
According to Nelson, Denison's Aq is defined in 
terms of the average quality of all labour and-.does not 
strictly deal with improvements in educational standards 
which principally affect new entrants to the work force. 
Denison also includes the changing age~-sex composition of 
the work force and the decrease in the average work week as 
Doms Of, tine «changing .oualmty jof dabour. The Largest) of 
these three factors was in the education level of the work 
force, which accounted for approximately 70 per cent of the 


total relative change in labour quality.<° 


One me OOn Cilio ton 

Four major methods of examining the contribution of 
education to economic development have been examined in this 
chapter. Each method is Baeee by various problems but these 
difficulties have been associated more with techniques 
Facier than ememmetnod tcselt. For: the simple correlation 
approach the problems appear to be in the measurement of the 
Vairlaples, ang) ta cne dererminalLon O% Cause) and erirecr. 

The problem with the manpower planning approach is 
Pica Uy iLO a re mo ne late. beliclits: TO COSTS and co 
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take into account elasticities of substitution. In the 
returns-to-education approach, difficulties arise in attri- 
buting to education the returns which ought to be attributed 
to, other things such as ambition. There are also problems in 
accounting for externalities, relating salaries to marginal 
productivity, and assuming constant returns. Lastly, the 
residual approach involves assuming neutral technological 
change and it also involves difficult measurement problems. 
The problems, outlined here, can be overcome in vari- 
ous ways. The purpose of this chapter, however, is to demor.- 
strate the various possible methods of measuring the economic 
SEOW Li altcoibutable to federal grants for the Province of New 
Brunswick. The residual approach would appear to be useful 


24 


for this purpose. It associates increased production with. 


standard. inputs into the production process. Federal funding 


for education is an input into the production process and cén 


20 


be associated with increased production. Lt Ls, Gunerer ore, 


theuresivadual aeproach tnet will bewised in, the next chapter 
to test the effect of education grants on the development of 


New Brunswick. 


“45 chultz, ed., Human Resources, p. 67, examines the 
ability of production functions with education as a variable 
‘to give meaningful answers to the role which education plays 
in Growth. He finds that these production functtron studies 
are indeed useful. 

20--, ~ c ; ~ ,aACS C oa > q 
“here are of course other reasons for government 
funding Oleecucatiegm: “See supra, .p. LOLS CUSCUSGSL OM On 
how education exhibits externalities as well as risks in the 
absence of insurance. The case for government funding is 
Macenin Merlover Costs of .Eagher Education," pp. 6202-12. 
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CHAPTER VI 
EDUCATION AND NEW BRUNSWICK DEVELOPMENT 


The purpose of this chapter is to examine empiric- 
ally the development of New Brunswick in the light of con- 
cepts developed in the last chapter. An attempt is made to 
make quantitative statements about the effect of labour, 
capital, and federal education grants on the development of 


New Brunswick. 


1. Denison's Model 

In,the last.chapter, under the discussion of the 
residual approach to determine the affect of education on 
the development of an economy, a simplified version of 
Denison (Equation 5-4) was presented. This equation would 
appear to lend itself to estimation and, therefore, quanti- 
tative statements about the probable effects of education 
should be possible. 

In attempting to analyze the economy of New Bruns- 
wick, however, certain problems become evident. First, data 
Ohnagress orovyincialaprodict),: labour stock, capital, stock. 
and labour quality are necessary. Gross provincial product 


isvestamatedttor thevyears..1d945-G/ inclusive in Table B-2], 
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Appendix Be Labour stock can be estimated for New Bruns- 


3 THE Labour vrore 6 tdata vane min 


wick on an annual basis. 
index form with the two different base years of 1949 and 
£961. . Thesindices-overlap at 196) which permits calculation 
of actual labour force figures back to 1946. Only one 
actual figure was available and” that was-for 124.) = 86/772 
on the 196_. base. 

Capital stock presents more of a problem, and so 
does any calculation of labour quality. Neither has been 
dealt with in official vstatistics. 

To calculate a capital stock requires a great deal 


A 


of background data, most of which are unavailable. ike, 


“infra, Decor 


“These are calculated from Canada, Dominion Bureau of 
Sueemstics,-Labour Division, Employment) and. Average Weekly 
Wages and Salaries COttawa. Queen's Printer, variovesyears. 
WO46-G() sana. Canada, Dominion Bureau of Statistics ,.Labour 
Division, Selected Series of Canadian Labour Statistics, 1954 


Pane ree eam) an me 


(Ottawa: Gueen's Printer, 1956). “For the intervening years 
Review: Supplement (Ottawa: ‘Queen's Printer, various years, 
1946-67), provides the necessary data. 


766 Canada, Royal Commission on Canada's Economic 
Prospects, Output, Labour and Capital an the Canadian Econ- 
omy, ed. by Windtiam Gir hood and Anthony°Scotut (Ottawa: 
Gueen MSePri nverss19O57) P particularly chapir*6 2*Ks "Buckley, 
Capvtal Formation in Canada, Studies’ in Income and“Wealth, 
Vol. XIX (New York: National Bureau of Economic Research, 
¥957); and ° Ev HY ‘Phelps-Brown and S. J. Handfield-Jones, 
ttre -Grimaetveric or the rlso0Ns: “A Study ian’the Expanding 
peonenys Oxrordeeconomuc, Papers. LV. POStobert alooD eo 6e = 
SOisee NeawaSsrCerequarement his for a Serres “or -investmeny 
expendtture-f£igures “and”an estimate of the service lives of 
assets “that are used@by various Industries: --Por-Canada, 
UnAVvestmeneecaua are provided by Department ”or Trade-and ’Com- 
merc eland Domi nvon=bureallof Statistics; \Privaté and” Publivc 
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approximate Denison's labour quality for New Brunswick would 
require calculation of the distribution of individuals by 

the number: of years of schooling completed in order to iso-: 
Yate the effects of schooling, measured in years, on average 
income; which then could’ be further refined to take account 


of changes in the-number of days of school attendance during 


the TOARAe For Canada, equivalent data are lacking.°© 


It is not intended that much effort be given to 
deriving methods of estimation for capital stock and labour 
Seualvcy.- /ihespurpose of this. chapter is to carry out a sta= 
tistical analysis of federal education grants and growth. 
This can be done directly cach tCHeeIse ,OT. di Linear 
PeQeero one analysis. Using <arnnual figures. (time series). 

This is one variant of the correlation approach analyzed by 


eee 


Investment in Canada, 1926-1951 (Ottawa: Queen's Printer, 
1951), and in annual publications entitled Outlook for subsé- 
quent years. From 1950, provincial data have been included 
Wogg) Stoo (the 1950 publication includes material back to 
1948). 


“Denison, gies sources. (Pp. ri LU. 


The Censuisvin 19oW did not determine educat tonal 
attainment but rather determined the number of years of 
schooling including failed years. Because of the difference 
between this and the 1961 Census which dealt with grade or 
education completed, it becomes a matter of estimating the 
distribution of individuals by education level completed. 
Gordon W. Bertram, anvihe Contribution of Educationsbo Econ- 
OMmLe+GPowt lh Svat Pb Study No. 12) -Edonomic Councilor Canada 
(Ottawa: Queen's Printer, 1966), Appendix A, made arbitrary 
assumptlens ac LO the dvstriourion Of individuals by educa- 
tion levels--an exercise for which he has been criticized 
and. one which becomes even more difficult for one "province. 
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2. The Model 

Linear regression model with three independent 
variables and one dependent variable is used to relate fed-.- 
eral education grants to New Brunswick with New Brunswick 
Output. By- using first differences, the estimate of the 
regression coefficient is the marginal physical product. 
For instance, the parameter for the variable AC is “2 which 
MerecnelMmarginal physical. product: of the capital. 


The Variables “are ‘as: follows: 


i) Change xn Output: AO 

The change in output is given by the increment in 
gross provincial Progweun irom vean WO year, titel. Gites 
dependent on the various inputs into the production process. 
some of which are measurable and are included in the formu- 
foataon stoage production Function; used: im this: chapter. 

Output data are found in Table a The data are 
in current dollars by year and represent total output. The 


farst? ditienences: are, shown in column (Ojmor Tablesé.2. 


ii) Change in the Employed Labour Force: AL 
The change. in the employed labour force (AL) is 


included as a variable to permit an examination of the hypo- 
thesis that a Change vin the quantity ‘of employed Labour has 


an effectfion wtheyancnementiinioutput.)) Aniancnement an, the 
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Haboun force is expected to result in an increment: in out- 
put. The regression coefficient will have an expected sign 


which is positive. 


fpr) Giange in Capital,otock: AC 


Increments in capital stock are hypothesized to 
ep6eet inckements in output positively. .This is another way 
of saying that the regression coefficient (marginal physica’. 
Prcauctiviry Of capital) lis expected tobe positive: 

The change in capital stock is gross investment in 
New Brunsw:.ck less depreciation in New Brunswick. The cal- 
CulacvOn Cf. the: change Tn scapital ‘stock is: found in 
Table 6-l. 

The data for New Brunswick investment in 1946 and 
1947, which appear in Table 6-1, ar2 estimated by simple 
linear regression. ” Although it would have been preferable 
to have had actual data for these two years, the estimated 
data appear reasonable for use in the regression model. The 
tentativeness of the ee eeeecnon coefficients is increased, 
however, by use of estimated rather than actual data. 

Table 6-1 also contains an estimation of depreci- 
ation for New Brunswick. On the assumption that ,depreci- 


ation is related to investment, New Brunswick's depreciation 
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TABLE 6-1 
CAPITAL STOCK CHANGES, NEW BRUNSWICK, 
1946-1967 
Gross Canada New Brunswick Change in 4 
Year Investmene= Depreciation Depreciation® Capital Stock 
(millions) (millions) (millions) (millions) 

(1) (2) (3) (4) (5) 
1946 eiGier 2 CSE Oa beeees De A9 we 
1947 9OR2 iersOd 29.9 O03 
1948 bs eR SOO: 346 93.6 
1949 ere 5 ln ac a 39.08 BOA | 
1950 Leos! i OU aS Lae ge) 
Shea HS d 25 300 O29 LOSS 
£952 Us Ohow | Phe Skew Soe pen 
£953 Paice 2,044 eee aOR 
1954 LoL .6 Oy 46 (eee Oo 
PISS Zeon eer al SURE TE WA AEG 
1956 249.4 arOr? OOO POG 
1957 2% .3 A237 100.9 125.4 
1958 O20, A OO 100.8 sie Pde 
1959 2f4 of ai? TOS.6 We Coys th 
1960 2o400 Oy 0SG Rial Ie Sc: Loon 
1961 247.9 5,182 119.0 128.7 
1962 250.5 5.594 128.7 121.8 
1963 240.4 2,948 136). 6 BE SIKS 
1964 287 ideo 145.5 198.2 
1965 427.9 6,800 156.4 271.5 
1966 490.5 7,414 170.5 320.0 
1967 486.6 7,896 Pe lue6 305.0 


“canada, Department of Trade and Commerce and Dom- 
PLO Bureaunot oLatiIStics, Private ond Public tnvesiment in 
Canaca. “Outlook (Ottawa: ~ Queen's “Printer, “various “years; 
1950-67). For 1946 and 1947, the data are estimated by 
linear regression. 


Desazag. Dominion Bureau of Statistics, National 
Income and Expenditure Division, System of National Accounts: 


National Income and Expenditure Accounts, 1926-1968 (Ottawa. 
Puteau of Statistics, 1969), Table A. 


“Canadian Total Depreciaticn 


Investment New Brunswick 1957-1967 


sn a a 


Investment Canada 1£95/7+196/ 


466 1umn (2) minus..column (4). 
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is estimated to be in the same proportion to Canada's 
depreciation as New Brunswick's investment is to Canada's 
investment, Depreciation figures ‘sy province are not pro- 
vided by Statistics Canada, and New Brunswick does not cal- 
culate depreciation data for its own purposes. 


iv) Change in Education Stock Attributable 
On coer ale Granco On. Educational 


Purposes: AE 

A simple production function assumes an increase in 
the (constant=quality) quantity of the inputs labour: and 
capital. In the last chapter, it was indicated that educa- 
tion may cnange the quality of labour in the production pro- 
ese ve the change  inveducation@ stock) théens iss ant indirect 
_input which positively affects output by increasing labour 
quality. «A positive sign on the regression coefficient is 
therefore anticipated.*° 

Since first differences are used for the other vari- 
ables in the model, this variable is in the same form. The 
change in education stock sea buteH le to-rederal’ qrants-for 
educational purposes is approximated by the flow of funds 
from the federal government for education purposes. 

Because changes in the education stock enter the 
production process as changes in the quality of the labour 
force; there is a time’ lag before changes in the education 


StockK~arfeea OUpUt. +The. time Lagtissrelatede tot thetd ehoth 


POE ox aneewmamole see Griliches, "Notes," pp. 389-86. 


POL | 
: LpepTihg ae. hohe ie eae at isa 
Baa ie 
bare Dak ger ee mee fivt tao boyanekd aE 
AAT Wed RA alee vo ddmtoonos 
sotbniaie eeiatve 


oa | fd TAC) 2) fi i 
ie ‘ ey bey! Tea t sorts HA is 
ve <a 7 é 
+ aia. dette ine ‘a ab 


{ 2968 
wi 


& 
"ye 
A oO ee 


ba 

Ae ed on 

= a VE i. ne A ~~ 
") peut ot 


eSutons 32 Kon? ned Mpalbergy siete 
PELs OT RD As cmd (Vd i Lepore 
nighds desk odd ny es, 


hak 
. 4 ha ips aH j i i 
Stheup edt omiasine < - 


20° 
; Fm i ats seandsieat a 3 


Ot haus DG. PET PPK 0 
Ons ‘ j ‘ rk ; if 
nay | wigined 23 3ed 98 Aeetnbie 2! Pa 


od. 
“ 


Tee) eee ey ska aon ya haie teeth voit 2 oe 
; | . eae 
iE side ods 7h ee Madmen mame thin. ot ee fie 
| 7 ez eae 
rea Doak vt sibs sds ‘s de a anleae Sere ; 
<< “need 
Ne RR $0) i ben ieee ai veerert 10 &: <7 5 
9 a 


both kt when’ 
eHow tug eae i honey waae - 
fi 


bb) 
ant . 


sapikrig | Ae » “iphbe diye sooty Ht sopneds bilo : er i) 
itSuborq. 


arte 
aby tk ager 6 «ty Seip ait aE Siegert 28, azexe j 
ik eapisatty “weet gall omy 6 abs 


o' vey, 


eal Ve Pills, 2 ANS 
Wigan SHE od paeglow ee ee fees 


109 


of time between the investment in education and the entrance 
Of that. education into the labour force. While some of: the 
federal grant programs anticipate an immediate entry into 
the labour force, others anticipate several years before 
pieresic entry into the labour’ferce. Thus, for’ our pur= 


igs 


poses, a one-year lag appears to be appropriate. Data fox 


ane variable are found in Table: 6-2. 


So GEE ES. 

In. a statistical test of this model, data were 
gathered on an annual basis for the years 1946 to 1967 
inclusive. Because the statistical test deals with first 
differences, there are twenty-one valid cases in the compu- 
fevions Vtiwo of which involve estimated data): 

The change in the labour force is the only variable 
which has negative observations. Just because the changes 
ih output, capital stock, and éducation stock are measured 
in’current dollars and. are positive in money terms, it’‘would 
be incorrect to assume that they are positive in real 
terms.* For instance,swanincrease. in-outpute-of-$7-mi111on 

athe best statistical results occur when a one-year 
time lag is used. 

Le hae are statistical difficulties associated with 
COMVertimg  mece vacvables to constant, dollars: “Price 
indices for the province are not published; the only ‘pub- 
lished regional.indices are for a number of urban centres 
for concer expend tures. ~ in Ehis case there is need Por 2a 
wrovinceidl index form output and another one for investment 


exvencriies lh os nor. tne purpose of This “study.to con- 
Struct’ price indices 
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TABLE. 6-2 


DATA USED TO EXAMINE EFFECTS OF EDUCATION 
GRANTS ON NEW BRUNSWICK DEVELOPMENT, 


1946-1967 
Change in Change in Federal 
Vee Change Labour Employed Capital Educatian 
in Output Force Labour, Borce Stock” Grants' 


(mullions) (thousands) .(thousards)—(millions) .(thousands) 


an, (2) (3) (4) (5) ie key 


1946 is 66.0 ee b 49.7 sme 

1947 Dio (Ou 4.2 Gee Do OL sen 
1948 41 (helene: 0.6 93 3 o 1, LOS a4. 
1949 LS Chao “2.09 104.1 dey EGuL ie 
LYS0 15) GF0 Leh 240 810.4 
inc hon 48 73.4 4.4 Lae iste) OO. 6 
Tpo2 24 Lael 0.3 BL 283 430.7 
£IOS Ls Genz sien) LEO nS 662.0 
1954 22 63638 ~2.4 LOG a2 Soo a 
Mle, 29 CS enw 147.3 988.0 
LISO 66 74.0 4.7 196.9 60349 
Boo, 14 LORD ERS) de sn 601.4 
Lose fj 66.0 -4.5 145.2 9Lo 53 
NAS bows) O4 68.4 2.4 166.4 Dee Cone 
1960 40 CUR6 ane Mee Ae, eG 
ol one 62.2.9 Oo Ie Sheil ie AWeees: 2 
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may actually be a decrease in real output, depending on the 


price index. 


4. Results 
Because this production model is already in first 
differences and is linear, the estimate of the parameter of 
eae Variaple is also the marginal physical productivity of 


Pe arable. 6° 


For instance, the estimate of the para- 
meter for labour represents the marginal physical productiv- 
ive ror abou. Tie the estimates of the parameters for 
capital and education grants represent the marginal physical 
productivities of capital and educetion respectively. It 
Moyo unererore. predicteu that the parameters (and therefore 
the marginal physical productivities) would be positive but 
there is no a priori expectation as to the magnitude of the 
parameters. 
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The regression equation obtained is as follows: 


KOC ee LOnAS Onl oy eG ten Gye? syne: -O..Ols rae 
(0.09) fh De leche) (0.004) 


re a description of a model using first differ- 
ences, although for a different purpose, see Daniel B. 
Suits, "Forecasting and Analysis with an Econometric Model," 
American Economic Review, LII (March, 1962), 104-32. 


Scant coefficient of multiple determination, ae, is 
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The standard errors are in parentheses. All parameters: are 
SlonreLcanely Gili terete rom ero kee | 

There was an expectation that the three regression 
coetficients would be positive and-this: is. borne out in:the 
regression equation derived. What this means is that the 
marginal physical productivities of labour, capital, and 
federally-supported education stock are. positive. There- 
fore, given constant levels of capital and labour, a small 
increase in federally-supported education stock will result 
in an inerease in gross provincial product of .O1 times the 
increase in education stock. 

The input elasticity for the labour force mean is 
calculated by multiplying the marginal physical product of 
labour by the ratio of the mean of the stock of the labour 


16 The 


horce to the mean of the gross provincial product. 
resulting elasticity was +0.41 which could be interpreted as 
suggesting that al per cent increase in the labour force 
would result in a 0.41 per cent increase in gross provincial 
product. 

torhis re Oneene bases ora Singlestaihet=test. fhe 
single-tail test is appropriate since the signs of the coef- 
ficients had been predicted. 


bopuPindd’age? thé percentage change in output/the 
percentage change in labour which is as follows: 
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The..corresponding input, elasticities for capital, and 
education can not be calculated from the available ee 
Both cdicubations, if) they «could have been made,: would have-+ 


been of importance in gauging the importance of these inputs 


in the development of New Brunswick. 


Dee SCOR GIVIS iON 

There has been an attempt in this chapter to test 
the hypothesis that education grants from the federal gov- 
ernment assist the economic development of New Brunswick. 

It has been shown that there is a positive marginal 
physical product for the educational stock resulting from 
federal grants to New Brunswick. Because an educational 
stock figure was unavailable, it was impossible to calculate 
oie elaslLici ty Of OUtTDUL With respect ‘to this particular 
ah iru Lie 

Som2 implications of the model are worth exploring. 

Let us suppose that the desired increment in output for 1961 
had been $13 million instead of the actual $12 million. 
What increase in 1960 federal education nee would have 
brought about this desired increment in output ceteris 
Patios 7p. curs OUL Liat, aby luCcrease, 1 federal Gramus. Of 
$96.9 thousand (5.5 per cent) would have been sufficient. 
This represents. an increase in grants Of approximately 

oe was not possible to calculate, the values of the 


Capital stock or-education stock; only fitst differences 
Could De calculatedy supra, p. LOO. 
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eighty cents per pupil. These results must be viewed with 
€CaueLton-fory infact; education grants -and thé “increment in 
output may both be related in other than a causal way. How- 
ever, Ysubsece to this precaution; “iit would appear that a 
small increase in education grants would lead to a signifi- 
cant increese in output. 

Al]. the coefficients were significant and with 
twenty-one readings, the sample is large enough that the 
results can be accepted with some degree of reliance, *® 

It is important to examine the data deficiencies. 

It must be remembered that output data, changes in capital 
stock, and educational expenditures by the federal govern- 
ment were not readily available in official statistics for 
New Brunswick. They were, however, estimated with some jus- 


ug 


Paraecata on. Pemore Sarietacrory, (an. che ‘Sense that more 


information would be derived) model could have been used had 


data been available for capital stock and educational 


1ethere are the usual problems of time series. On 
purely statistical grounds, one can never be sure whether Y 
responds to X or whether both variables are responding to 
some other influence. 


12 the purpose of Appendix A is to demonstrate how 
federal expenditures on education in New Brunswick can be 
compiled. Output data have been calculated by Das Gupta and 
further. refined in Appendix.B.. Changes in; capital stock had 
to be estimated from-what.is:‘known: about. public and private 
investment and depreciation in New Brunswick and Canada. 
~Upra, Table 6=1. 
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sire as Even if the model in this chapter had been used, 
elasticities could have been calculated. It is clear, then, 
that the results presented in this chapter are subject to 


further testing if appropriate data can be obtained. 


oe reference here is to the residual model which 
would have found the amount of decrease in the residual as ¢ 
result of federal education expenditures. It would also 
have been comparable to other studies done, whereas the 
model here has not been used in analyzing economic develop- 
Ment in-Other jurisdictions. 
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CHAPTER VII 
CONCLUSION 


Government educational expenditures are under con- 
tinuous scrutiny by policy makers. This study is an attempt 
to shed some light on the economic effect of federal educa- 
tion expenditures, particularly those directed. towards the 
Province of New ue By implication the study must 
then involve an examination of federal-provincial financial 
relations. 

iWvorder to facalitate a review (of wher results or 
tre ouuey., this chapter 16 divided into four parts concern-— 
ing federal systems, education expenditures, relevant data, 


and recent developments. 


1. Federal Systems 


A federal system exists when there are two govern- 
Memtalnumbes ae centralWand aveub-céentral iui Bipseach making 
decisions concerning the provision of certain public ser- 
vices in its respective autonomous jurisdiction. However, 
for the economist who is mainly concerned with the alloca- 
ton iokiimesources: and tte idistribution wfancomes ithe struc- 
Hime DOMAgoMernment mister interes tironly sto athesextent that cat 


implies patterns of resource use and income distribution. 
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Federalism implies a mechanism by which geographical subsets 
Or thecpopulbationican lintluence the provision of public Goods 
and yservirces. )-The"implications ar@ discussed in Chapter I. 

Canada has a federal system of government; the BNA 
Act allocates to the provincial governments certain exclusive 
powers wita respect to the provision of public goods and 
collection of revenues. The BNA Act also allocates exclu- 
Sive public goods provision and revenue collection powers to 
the federal government. Chapter Il provides a review of the 
literature on the influences that tederalism has on the 
degree of attainment of the economic objectives of equity, 
Stabilization, efficiency, and growth. 

iieGheween thir irs concluded tat two 7on “the 
objectives, efficiency and growth, are most relevant in a 
discussion of federal-provincial financial arrangements for 
education. In terms of efficiency, expenditures are sub- 
Optimaliat spillovers exist. jFederal, grants can: thus be. 
BUSticned @n overcoming this. allocativemineiti ciency. | red= 
eral igrants: are also justified af provincial growth can be 
shown to be stimulated by them. The expansion of government 
responsibilities has aggravated the problem of attaining a 
bDelancedstéederal system. As theenumber “of responsibilities 
has increased and as the magnitude of expenditures on exist- 
ing programs has increased,. the need for adjustments in the 
allocation of fiscal resources between levels of government 


has become, evident.) fhe point to be emphasized. ise thad the 
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federal system experienced in Canada influences the pattern 
of education expenditures. Federalism is not, however, the 


Onlyisignificant anfluential factor. 


ae LouUcation Expenditures 
Pav Cnepeer tt serpy crency and growin are established 


Sem jUSsulLicatLons for federal grants: —Chapters Ill to VI 
examine these justifications more closely. 

Chapter JIl provides an introduction to the problem 
of education spillovers. A number of aspects of the ques- 
tron are, examined. First, it is concluded that education is 
a public good which diminishes in importance geographically. 
Theories of resource allocation, specifically in multi-level 
governments, are reviewed, and it is thus established that 
goods which exhibit externalities should be provided by the 
more senior-level government or should be assisted by condi- 
tional grants from a more senior-level government. 

It is in Chapter IV. that the first empirical evalu- 
ation 1s made. Lin this analysis, the expenditure per pupil 
in each province is the dependent variable, while the inde- 
pendent variables include federal contributions as a percen- 
Pade oLmLovala expendicunres, the percencage of 9-24 4year olds 
enrolled im public education, the percentagevon foval leno 
ment in post-elementary schools, and net migration by educa- 
tion level. 

The mostssignaticant variable in the determination 


of per pupil education expenditures appears to be the 
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percentage enrolment in post-elementary schools. The other 
variable which seems to be consisteatly significant is the 
percentage.of 9-24. year olds enrolled in. public: education. 
A positive attitude towards public education in the commun- 
ity would <ppear in increased enrolnent in post-elementary 
schools anc. in the percentage enrolment of 5-24 year olds. 
Also, the percentage enrolment in post-elementary schools 
reflects provincial age differentials. | 

Tne migration variables appear to be insignificant 
in the determination of per pupil educational expenditures, 
while the coefficient for federal grants appears to be sig- 
Wipioant, but of the wrong signs in the case,of-thé,former, 
several possible explanations are offered in Chapter IV. 
These include the high degree of consistency between prov- 
inces in school-leaving age and curriculum, and the fact 
that the available sample of data is too small to make valid 
judgments. One possible reason offered in Chapter IV for 
the negative sign of the coefficient for federal grants is 
thevstendardization of ‘Grants programs. 

Chapter V provides ai review. of the literature on the 
various methods of measuring the contribution of education 
to economic growth. After an examination of the simple cor- 
relation, the manpower needs, the returns-to-education, and 
the residual approacnes, it appears that the residual 
approach is most useful as a means of measuring the import- 
ance Of meceral, LUnaingG Of education.@s an input Tato, the 


production process in New Brunswick. 
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it vs" an ‘Chapter Vi-that this "approach ls “dop lied: 
Pecause Oo: *tlve data, Vall the Wvariables (labour, capital and 
federally-supported education) are in first differences. 
ie coefficient of each of the variables is positive and 
Significantly different from zero. This indicates positive 
marginal physical preductivities. 

Feceral education grants are justified if they can 
be shown habian- aye the allocation of Pescteecs and/or co 
increase growth. In the case of resource allocation, it is 
concluded that federal government grants are not significant, 
but growth can be stimulated by education grants. Both 
results must be considered tentative on the basis of the 
available-data. On balance, however, until there is further 
evidence tc the contrary, it appears that federal education 
grants are justifiable. There are perhaps other reasons as 
well for their existence, such as fiscal needs, geographical 


equity, political considerations, and other factors. 


3. Data 
Consistent series of data for many of the varidbles 
are unavailable. Statistics Canada has moved to correct 
Chis. throvugnethnesouplications of its “education division: 
Stats ues iGanaaa, collects ts data durectly {£ romevari ous 
federal and provincial departments, agencies, and crown cor- 


porations. For federal grants, federal organizations alone 


are surveyed: there is no attempt to reconcile the data with 
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receipts. Generally, the direct survey method permits vari- 
ations in reporting by the respondents. 

Other difficulties are evident in the data provided. 
by Statistics Canada. As changes are made in the statistics, 
no attempt is made to reconcile previous data to newly 
collected cata. Secondly, since the census occurs decenni- 
ally, important data on education attainment, migration, anc 
Other variables are unavailable. Lastly, the definition of 
federal "ecucation" grants to the provinces is narrow com- 
pared with the broader interpretation in this study. 

Problems also exist with other sources of data. A 
major difficulty results from the accounting techniques used 
by various government departments. The Honourable E. J. 
Benson, when he was Minister of Finance, wrote that program 
planning and budgeting have been introduced by the federal 
government into Canada. Auapmoger concep tson ok PPB wis “that 
it requires control and review by function within a program. 
Such can only be carried out when there are functional 
accounts. Ihe accounting. system used by some departments 
does not permit determination of the functional breakdown of 
programs. ~ 

ihe two.appendiceés: constitute a .major part. of, this 


study. Appendix A is an historical (1945-1967) review of 


——ot 


the Honourable E. iJ. Benson, "Budget Breakthrough: 
Adoption of PPB," Canadian Tax Journal, XVI (May-June, 
1968), 161-67. | 
“This reference is particularly to ARDA. See Appen- 
Maks IAs 
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the federal grant programs for "education" andthe .payments 
made to New Brunswick under those programs-~-something which 
had not. been done to date. The resulting compilation of 
data was used in the statistical tests carried out in 
Chapter VI. 

Appendix B provides a review of the demographic and 
economic characteristics of New Brunswick. Of use in the 
Statistical test in Chapter VI were the estimates of its 
GEOSS provincial product. 

iieustatpstical testing in whapter IV suffers irom a 
lack of data ‘of which migration data by education level were 
the most significant. These data were first gathered for 
the 1961 census but were not published. Further examination 
of spillovers depends on the availability of better migra- 
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In 1967 the basis for post-secondary education 
grants was changed. It was agreed that the federal govern- 
ment would increase its transfers to the provinces for post- 
Secondary eauca ton 1rom,po Der Capita ©O OU “percent Of tie 
operating costs of post-secondary education or $15 per 
Capita, Wirichever 1S dreater, At the same time, ;the (method 
of payment was changed so that the provinces would receive 
griveaai trons abatement of personal and corporate income 


taxes andwan, equalization payment:) a final adjusting payment 
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or refund would be made to equalize the total transfer to 
what was due the province under the formula. 

The agreement specified expenses which were not con 
Sidered to be operating expenditures and defined deductions 
to be made from operating expenditures. It also defined 
"Dost-secoidary education" to be ary course certified by the 
Lieutenant-Governor in Council which is of twenty-four weeks! 
duration of more and requires junior matriculation for 
admission. MIncluded in the agreement were a removal of the 
time limit for capital grants under the Technical and Voca- 
tional Training Assistance Act and an undertaking by the 
federal government of the full cost of adult training allow- 
ances and training programs. Other programs outlined in 
Appendix A, such as ARDA, veterans' allowances, and Canada 
Council payments, continue. 

lt would appear that these arrangements are not a 
departure in spirit from the idea of federal funding for 
education. Rather the method of payment has changed so that 
the administration. is..simpler.. It is. not. our,purpose here 
to discuss the advantages or disadvantages of this change. 
Although studies are presently being conducted to review the 
federal gGovernment's.positions with respect to the financing 
of post-secondary education, there is no indication of major 


; : 3) 
shifts in the arrangements. 


=v Richard Bastien, 'Fiscal Federalism in Ganada: 
Decentralization in the Modern State" (unpublished paper 
prepared for a meeting of the Society of Government Econ- 
omists, December 29, 1972),-p. 11. 
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TABLE 7-1 


TOTAL FEDERAL PAYMENTS AND FEDERAL PAYMENTS 
TO NEW BRUNSWICK FOR EDUCATION, 1968-1973 
(TarMiliiions jof Dollars) 


Personal Corporate Total Value 


ee Inccme Income Of sivanstex 
Tax Tax Cash Ovher b Nere 
Abatement Abatement Transfers Payments Provinces 
eh) Ce) (3) (4) (5) (6) 
Canada 
1968 Oey ee Goze ARS ALOT ee eS ed ©) Ngan G 
1969 Loa 2 aaah 236, 24 40.8 Oe aA 
1970 23920 ex welll S0ecs 40.8 648.9 
1971 284.0 62.9 392.9 Oe S236 
Peete O51 PT 63.4 449.8 135.3 969.6 
1975" SOS: Views: A80.1 210.9 VetAS.6 
New Brunswick 
1968 Cae S: eNO pis: 9256 be Sao bea o3 
1969 2.9 0.9 Cs La ha eas 
1970 nae i Gof ® opel Aas ays 
LO | ral 0.9 6.9 Leese yy BO .8 
L972 4.9 Lee: Bit Too 2S 
1973 o> eT ih oa Li a2 B2Ec 


“Fiscal year ending March 3l. 


Pother payments include equalization payments plus 
fOr Or toni orm ormer education, subSLOLesS “Se tout Laine 
NWational Finances whicn are unavailable for #968 to 19/70, 


“Tt should be noted that New Brunswick is on the per 
Capita arrangement. 


destimated Say ay Oi/ de 
“Estimated in Meters VO fo. 


Seurces-—Ganadivan Tax Foundation, The National Finances 
(Toronto Canadian: «ax Fouridation, various 
veate, (So%-73), and for columns (4) to (6) 
Canada, Department: of the Secretary of State, 
"“Federal-Provincial.Fiscal Arrangements Acts, 
foc fend 1972" (unpublished tables, June 1, 1972). 
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Table 7-l is a brief review of the education pay- 
ments made to the Province of New Brunswick. In 1966-1967, 
New Brunswick had received $12.8 million* in education sub- 
sidies while in 1972-1973, the estimated subsidy for educa- 
tion in New Brunswick is valued at more than two and one- 


hele rvtames that~amount, $32.8 million: 


9. Concluding Remarks 


This dissertation is an attempt to examine the 
implications of ae Gianis OL mducCal VOM En eounier 
words, the policy of the federal government directing grants 
to the provinces for education expenditures is questioned. 
To reject policy as being inappropriate, there must be some 
evidence nae there are alternatives which are significantly 
better, or at the very least, there must be evidence that 
present policy is not accomplishing even partially the 
PiLentlOne «sen. OULyLOm au. Phe ‘evidence in “this. study-would 
seem to suggest that federal education grants do not change 
the policy makers' response to spillovers but the economic 
development of New Brunswick appears to have been assisted 
by those grants. Although both conclusions are tentative, 
it would appear that a continuation of federal support for 
education would be justified. Further analysis based on 


better and more complete data would be desirable. Federal 
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grants for education do serve a purpose, and until evidence 
to the contrary becomes available, these grants should be 


continued: 
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APPENDIX A 
FEDERAL AID TO EDUCATION: HISTORICAL REVIEW 


The purpose of this appendix” is’to<show in both’ ver- 
bal. and statistical form the Hictorteel evolution of various 
federal programs. The reader will note a brief description 
of each program accompanied by a table relating the amounts 


paid out under that program. * 


1. Vocational Training Co-ordination Act? 

a) Vocational =School Assistance 

The largest grants received under the Vocational 
Training Co-ordination Act were for vocational school assis- 
tance. These grants were made for two purposes--capital 
expenditures and ordinary annual expenditures. Under the 
latter, each province received an outright grant of $10,000 
per annum as well as a grant.to be matched by the province, 
allotted among the provinces on the basis of. 15-19 year olds 
in the previous census of Canada. Originally, there was a 
ceiling of $1.9 million per annum and the program was to 


run only for ten years. As Newfoundland, the Northwest 
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TABLE A-1 


PAYMENTS MADE UNDER THE VOCATIONAL TRAINING 
CO-ORDINATION ACT, 1946-1961 


et 


Receipts by N.B. On a Payments by Canada On a 


er 
= 


Under the Voca- Per Under the Voca- Per 
yosna tional Training Capita tional Training Capita 
Co-ordination Act Basis Co-ordination Act Basis 
(in thousands of (anvtthoucand> “of 
oll ars} dollars) 
1946 SORES 6 Pie) Sa De Opel BO. 2 NOP IeI0; 
1947 95079 erly, oT 16 Le25 
1948 ON 9 iOS DO 23 4 0.80 
" 1949 va sell O° 6S 6, UGGsc 0.47 
1950 589.5 1.16 5,075.2 Oneu 
BOO] 230.4 0.45 As [One OF Se 
1S ke PT MAL OF O2 4,449.5 On38 
[953 a - #AO.8 Oma 4,960.8 On, 34 
L954 220 me. 0.42 AWA 6 Ua yeas O27 
LISD PTO ON O45 Area? 0. 26 
1736 one f OR SeIOoaS Ov 
OOH 24d 4, 0.44 089% O.23 
NSLS Saab aba yeh obo Orgies 0.49 4,208.6 0.25 
1959 SO9 3 Deore Heroes te! 0.44 
1960 423.4 Oe © yodeo 0.46 
1961. 99228 1268 8, 40 207 OF47 
Total S65 073869 pt OWN ees. . 2 


Average SOIT Ae $0.44 


“The data for receipts and payments are taken on a 
Tiscaluvesm. basis endingellarch Sliwhale the popula bion 
figures are ror June | witnin the fiscal year... Vhe tiguncs 
for 1946 represent the fiscal year 1945-46 with the popula- 
tron June Ly LOAD. 


Source... tables A-2 to A-9. 
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Verritomes, aid jthe Yukon’ came into’thé’ agreement, the 
ceiling was raised so that by 1954-55 the allotment had been 
raised to $2.1 million per annum. 

Pnereederal §COnt GOUT On rom “Lhe annual allotmens 
Wace imed (lO tan amount mot in exeéess Of the ancredgee sin 
provincial expenditures over a basic year prior to the 
agreement: Of OO. per cent of the actual provincial expendi= 
tures, whichever was the lesser. It was this stipulation 
which gave the provinces the impetus to increase vocational 
education--either in quantity or quality. 

The provinces made a number of different decisions 
as to how the monies would be used. As well, some provinces 
claimed much more of their allotment than other provinces. 
Table A-2 shows the usage of the annual allotments during 
the first five years of the agreement. 

im 8955. fthe Vocational Training: Advisory Couneal 
recommended that the agreement giving annual allotments to 
the provinces be renewed for ten years with the federal con- 
tribution increased to an annual $5.0 million maximum. How- 
ere two one-year extensions were given while investiga- 
tions were undertaken into needs. 

On April 2) 1957 the Vocational “and Vechnical sorece 
ment NOwee came imto effect fom’ a five-year period «eines 
was to provide $15.0 million for sharing (50-50) in the 
operational and capital, costs of approved programs and pro- 
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woce oval schoole. bom the first twosyears she annual 
appropriations, were tobe $2.5.million, $3:0 million for the 
Timo Yeass and. 2.0, million, for-the bast.two years. Within 
toe annual appropriation, , $30.0 thousand.was to be.an 
lnmatched Grant to each province, $20.0. thousand was.to be 
an unmatched grant to. each territory, and the remainder was 
to be. distributed according.to, the proportion, of the popula- 
beOnvin the 1O-19 year age group. »The-latter portion was to 
be matched. 

throughnour this discussion; the. grants.10x- capital 
purposes have been left out. They were rather significant. 
Originally, in 1946, a special Dominion allotment of $10.0 
million was made available for capital expenditures on 
buildings and equipment subject to a deadline of March 3l, 
1948. » These funds were to be distributed on the basis .of 
the proportion of .15-19. year olds living in,the province, and 
were toxbe matched. by the province., Immediately after the 
war there was a shortage of building equipment; consequently 
by ordér-im-council the time limit,foP,expenditures upder 
thas program was, extended ito Mareh 3), lO>o2 fon all ibuilding 
and equipment submissions approved by the Minister by 
March 31, 1948, regardless of when the work was commenced or 
the order for equipment was placed. 

There, was. a.lumpiness in the payments, with, the. major 


part of the funds being expended in 1949 and 1950. During 
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later years, however, permission was. granted for the annual 
a HOLmMents Lo be used Por (capital purposes, 

The Vocational and Technical Training Agreement 
Oe, eviece Camepinto errect April’), 1957, srovided. $25.0 
Buliyon Over Baveryears tor capital wassistance. “Again, this 
money was to be allotted on the basis of the population in 
Bie 1o-19 age group; but this time provisa@on was made#to re- 
allot funds not required to match provincial government 
expenditures on approved projects. As there would not be 
Sufficient funds wo macch. all provincial capital expendi- 
tures in the field of vocational training, preference was to 
be given to the building and equipping of technical and 
Trades Wns tutes. .Lowen in, priority: were “vocational¥ trains 
ing projects in secondary schools and special training 
centres. 

By Mauch (31, 1959, the provinces (othersthan Quebec) 
had capital projects planned or in progress which would 
require the full amount. of federal assistance. Fifty-one 
per cent of these funds weresaliotted to institutes of Yech- 
nology, 26 iper cent to combined institutes.of technology and 
trade schogls, le per cent to. trade or occupationay eramnigg 
Schools amc Sper cent, to-vocational highvecnools. 

In@Decembers) L960) by sorder-=in-council, the federal 
government authorized a 75 per cent ‘contribution. to capital 
expenditures incurred by the provinces on training facili- 
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provisions of the Technical and Vocational Training Assis- 
tance Act, ed By the end of the fiscal year, the Minis- 
ter of Lakour had approved projects for capital expenditures 


totalling $4.3 million.“ 


wi), War Emergency Training 

During the Second World War and immediately follow- 
ing the gr2atest single task undertaken under the Vocational 
Training Co-ordination Act was the training of workers 
involved iter varying aspects of ap ean Various programs 
came under the general agreement or war emergency training. 
Daece ancivded: slay training fovsene armed forces, 

Woy Uma mamig Lor workers sinwdet ence Industries.) (Gc) -supervis= 
Onvetrarnina. (cd) Ptrammng-o vererans £oOncivid Lan jobs, 
anata) supplying: bulldings. Jand equipment for. such: programs. 
Each will be examined in turn. 

In 1945-46 the importance of training armed forces 
personnel was decreasing. No payments were made under this 
schedule between March 3l, 1946 and the start of the Korean 
War at which time this schedule again provided a small 
amount of training. In some cases, this was pre-enlistment 
training while in other cases training was provided for 


enLasted men. 


er re ee en 


ned 


2 2 a AoE 
Canada, Technical and Vocational Training Assis- 
Caner. Agi. LOG eCards mda trols. 6% 


‘Canada, Department of Labour, Annual Report, 1946. 
(Ottawa: “Queents Printer, 1946), p. 68. 
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Under this schedule, the federal government bore 100 
per cent of the cost of training while the provincial gov- 
ernments paid certain administrative charges and provided 
vocational shops in the existing technical and vocational 
schools without charge for rental or depreciation. 

The above schedule was split in 1952 into "Training 
for the Armed Forces" (K-]) and haere of Workers in 
Peecice Industries” (k-2)2, Under the provisions..of the lat= 
ter, the provinces were reimbursed for 75 per cent of the 
cost of operating classes. New Brunswick did not partici- 
pate in either program after March 31, 1956. 

In 1945-46, supervisory training was carried on as 
part of Schedule K, but during that year the provincial gov- 
ernments were notified that after March 3l, 1946, the 
Department of Labour would share approved costs on a 50-50 
basis only when the province indicated willingness. The 
Province ot New Brunswick never undertook this type of 
tra viii . 

The program of training veterans was a massive one 
for.a FOw years. The largest single grants under any part 
of the Vocational Training Co-ordination Act were distru- 
buted for this purpose in 1946-47. The purpose was to pro- 
Vado ratainowandtacilities 

in ace@erdance! Wa the the two tollowing Gactoxrs: (4) the 


number ofY veterans. desiring training and approved for 
suc Training, in ditiierent occupations by the Department 
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Of Veterans Arrairs.\b) “the anticipated field of 
employment in each occupation. 


The federal Department of Labour co-operated with 
all provincial governments but with the costs of training 
veterans borne solely by the Dominion. The only exception 
was for certain items of capital euuipment towards which the 
Drovinces contributed DSU per Cent Gt the purchase price in 
return for outright ownership when the equipment was no 
longer required for the training of veterans. 

On December 31, 1947, responsibility for the super- 
vision of veteran training in private schools was trans- 
ferred to the Department of Veterans Affairs. By 1950, the 
program was phased out in its entirety although payments 
were continued until 1952. Some of the feeling within the 
Department of Labour was evidenced in the following quota- 
© 1.0: 

While Canadian veterans have been rehabilitated through 
vOCevthopals toaapingeim,speciale€.V.l. schools and: on’ the 
job veterans in other countries have been waiting in 
LenS OhELROUSAaNGS Onde tnintonschools,.or going, slowly 
through the technical schools with adolescents. 

Finally, under War Emergency Iraining, Capital. pay- 
ments were made to the provinces from a special fund. This 


fund, which was administered by the Department of Labour, 


had been authorized in May, 1945. The fund had three major 


canada, The Vocational Training Co-ordination Act, 
1942, © Gee, Vaylen. 24. 
canada, Department of Labour, Agnual Report, LOAS, 
Oa 
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TABLE A-4 


DEFENCE-RELATED TRAINING, 1946-1961 
(In Thousands of Dollars) 


Payments Made to New Brunswick 


Year eer ee ry fo Re Oba am ahah ig Shree 
K-2 1 Buildings Equipment Total 


SSS 


1946 CaS VOM ete cb! 205.0 $ 4.5 Db 98 6 o Solas 
1947 ae euaies 667.4 a LOS45 841.6 
1948 ne a 415.4 Sy LS 467.3 
1949 ie Sie 104.9 ies LOO 
LOSO Di Dy et 10.4 : Os 
LoL LS. ONE bet 8 iar i Be aoe Kehna 
LOS2 2 epee oO ven ‘shee eye 218 2 
1953 2 Oo : ste a hae Sea 
1954 eS OL ‘age AN Se Lom 
EODD 2.0 Za0 aie ats ows ie S 
1956 4.7 : aie axe om 4.7 
LOS/ a) ie 

“Ie Kf 

2959 

1960 

I9e 


Toted “ft  $£04.2-444.1 $1 7458-4" * $Y0.8 $301 20 oh, 94120 


“Ea scal year ending March 3l. 
eh ars for the armed forces. 
“Training for defence industries. 
oT mak ring for war veterans. 


“Because of rounding the totals do not necessarily 
add. 


Source: | Canada, Department, of Labour; Annual Report 
(Ottawa:< Queen's, Printer, various years, 
1946-61), and Canada, Department of Finance, 
Pup counts |\(Otrawast "Queen's Printer, 
varioucuyears, \bG4o-61 )« 
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purposes: 
a) the acquisition of buildings and property from the 
War Assets Corporation, Departments of the federal 
government and other bodys [sic]; 
b) for alterations to premises acquired for training; 
and 
¢) for the purchase of equipment from the War Assets 
Gorporation-andMother bodys o[sic]|. 
This fund was of importance only until 1948-49 after which 


no payments were made. 


fii) Retraining of Civilian Workers: 

At the end of the war, civilian retraining was a new 
concept. Juring 1945-46 only four provinces reached agree- 
ment with the federal government to provide this type of 
training and they claimed only one thousand dollars of a 
Si oemaiiion allotment. «/The reason. for, this was that Tirst 
priority was given to the training of former members of the 
forces. 

Under the agreements, the federal government was to 
pay the training allowances at a weekly scale to the 
trainees, the federal government and the provinces sharing 
equally the capital expenditures for equipment. For all 
other expenditures the federal government was to pay 60 per 
cent, while the provincial governments paid 40 per cent. 

However, in 1947-48, the Act was amended by Parlia- 


ment to provide for unemployed civilians who were not in 


‘Canada, Department of Labour, Annual Report, 1946, 
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receipt of Unemployment Insurance. At the same time, 
greater authority was given to the provinces in the selec- 
tion of trainees and courses. In return, the approved costs 
were to be shared equally between the province and the fed- 
eral government with the province being responsible for 
recommending the scale of training allowances which should 
be paid. 

By 1950-51, New Brunswick was offering training to 
men in eee oe blacksmithing, cabinet-making, machine- 
shop, shoe-repair, upholstering, and welding and to women in 
dress-making, nursing-aides, and handicrafts. 

In 1954-55, the schedule was divided into "Training 
for Unemployed Persons" (Schedule M) and “Training for Dis- 
abled Bergome )WiSchedulesR)., The: latter,was. a recognrevon 
of the individual requirements of each trainee. Only people 
who were handicapped because of a continuing disability and 
who could be fitted for suitable self-supporting employment 
Gualitied itor prunds: 

During the years of heavy unemployment, 1960-61, the 
provinces were encouraged by the federal government to 
expand their programs fo training of unemployed workers. 
Inétead sor of pcrincno0 sper cent. of the .—provinoial costs, of 
such programs, the federal government now offered to reim- 


Duxseuhey provinceorror. i/S per cent of cogts. 
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iv) Apprenticeship Training 

From a small beginning in 1945-46, the funds 
expended by the Canadian government on apprentice training 
agreements had grown more than thirty-eight times by 1960-61. 
During the period under review, all provinces except Prince 
Edward Island and Quebec had apprenticeship agreements with 
the federal government. 

In each agreement, provisicn was made for class 
leone WSaridiyipracticalsand pail y:techmical) i dnerelated 
subjects a3 well as correspondence courses. For the train- 
ing of civilians, the Department of Labour shared equally 
with the province in the following expenditures connected 
with class training: 

a) ise ete? esocota insittnuctoerss 

bs Coe Of mater vailicah supp ves ttequipments andi hand 
Loos: 

c) weekly allowances and travelling expenses of those 
apprentices taking full-time class instruction; 

d) cost of correspondence courses; 

e) limited provision of premises ae class training; and 

f) some expenditures connected with meetings of the 
Trade Advisory Committees. 
These shared responsibilities were extended in 1948 when it 
was agreed to share equally in the salaries and travelling 
expenses of a specified number of field supervisors for 


apprentices as well as certain operating costs for centres 
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run by the provinces for apprenticeship classes. When the 
first agreements expired in 1953-54, shew set of agreements 
covering all the areas previously included as. well as desic- 
nated administrative expenditures were established. As 
well, 1953-54 saw the first payments to Newfoundland. 

Under these agreements, payments were made only for 
indentured apprentices registered under the provisions of 
the provincial apprenticeship acts. Payments were not made 
for those apprentices who were being trained in industry by 
corporations and individual employers. 

In the immediate post-war years, the federal Depart- 
ment of Labour bore the entire cost of apprenticeship train- 
ing for those veterans who were eligible under the federal 
rehabilitation legislation and approved by the Department of 
Veterans Affairs. An exception was the payment of training 
allowances which were paid directly by the Department of 
Veterans Affairs. 

Table A-7 shows the federal contributions to appren- 
ticegiip tmaiming. tt should’ be novédithay the, Guan’ per 
Wan nce in New Brunswick rose sevenfold from 1947 to 
L96Lf witle the momber of apprentices £Ose sixfold ihue, 
the total sum received by New Brunswick increased by more 


than fifty times (5.389 per cent). 
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v) Youth Training 

Theepurposeé "of this: party of ‘the; Vocational :Training 
Co-ordination Act was to carry on pzograms established under 
the Youth =-training “Act, 1939.8 Youth training had been pro- 
vided originally to meet the needs of young people who, 
because of the depression in the 1920's, had never been per- 
manently employed and who required a period of training to 
acquire gainful employment. The major part of the program 
Comsisted Craa wide ‘range ofsshort-term classes (from a few 
daysato severalemonths) for young people sixteen, to thirty 
Vers Of Ages (the Upper limitpwas removed an 1953-54) + 
These classes were in various phases of agriculture, home ~ 
making, leadership, and such occupational courses as farm 
mechanics, commercial work, nurses! aides, dressmaking, 
power sewing, diesel and auto mechanics, and courses for 
fishermen in navigation, marine engines, nets and cording, 
and general fishing operations. During the latter years, 
the fishing and agricultural programs took most of the funds. 

ELity por cenu oc. funds expended. on approved pro- 
jects were provided by the federal government. As can be 
seen in Table A-8, New Brunswick received approximately the 
Saneuwamoume tuo leues ceenad in L946.) . At tne Sane “Cime, 
the funds provided by the federal government decreased by 
slightly more than 30 per cent from $430 thousand to $288 


thousand. 


Scanada, Youth Training Act, 1939, 3 Geo. VI, ch. 35. 
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TABLE A-8 


YOUTH TRAINING AND STUDENT AID, 1946-1961 
(in thousands ‘of Dollars) 
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Received by New Brunswick - “Paid Out by ‘Canada 

a a oe i a a ER Se ED 

Year You ta Student Youth SLUaEeNt 
Trainings: Aid © Total” Training Aid Total® 

1946 Oe eel ake AO 8 be Ona eel a et CON 
1947 Dig pare nes eol4 344.9 OOD a Bue 
1948 SnD b DEO 385.6 b 385.6 
1949 Cot b Por, Seize b 235.6 
1950 BAe i b BU Scr. b 367.4 
1951 oT 6 b vials 368.1 b 368.1 
1952 See b cone 386.2 b 386.2 
1953 39.9 b 8909 505.4 b 505.4 
1954 Aa! b AoD 515.5 b 515.5 
1955 A ge b ween 350.3 b 350.3 
1956 ey) 14.8 LOS 1a2.8 206.8 339.6 
1957 Dae cigs 34.5 i paaaes DIO rose 
1958 Pe me ee ewes 901.40 ue | 
1959 35.5 30.0 65.5 te 7 ele se 363.6 
1960 26-90 15 09) “A876 fives 215.8 eee 
1961 Be Ae P10 A3.4 100.9 iNew see 288.0 
Toba Wie HS oe 1S) 950840) 994.554.1316 26.6. 86, 180.8 


Ra 


oe 


“Fiscal year ending March Gl. 


Pineluded with Youch, [raining 


“These payments were made under a new schedule "P" 
(Training in Primary Industries and in Homemaking) which 
includes most programs previously carried out under Youth 
Era uging 3 


Tene payments were made under a new schedule "H" 
(Student Aid) which had previously been at times a sub- 
schedule of Youth Training. 


“Because of rounding totals do not.necessarily add. 


Sources, eCanada, Department)of Labour, Annual Report 
(Ottawa: Queen's Printer, various years, 
1946-61), and Canada, Department of Finance, 
Public Accounts (Ottawa: Queen's Printer, 
various years, 1946-61). 
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The chief sub-schedule of youth training dealt with 
student aid. In each province, the funds expended under 
this schedule aided prospective teachers, nurses in train- 
ing, and university students of good academic standing who, 
without financtalvassistance: @could not Startrorieontinue 
Lei rrcourmme oo Thesassistancencould=behim thettormiotva 
fGan,°a grant, or-a-combination*ofsthe twovseTheyprovince 
had discretion in this matter and in New Brunswick only 
loans were used during the years examined. 

It will be noted in Table £-8, that the funds for 
student aid decreased slightly during the period under 
Preview. Lo nendeécreasetinuwilunds underoithistprogramiweresmore 
than compensated for by other programs intended to accom- 


plish the same purposes. 


vi) Other Support Under the Act 

There were two other programs under which small sums 
of money were paid to the provinces. These were Vocational 
Correspondence Courses and Training for Government Depart- 
ments. Under the latter New Brunswick did not receive any 
funds. It was an agreement between the federal Department 
of Labour ‘and ‘the provincial. authorities to train prospec- 
tive government employees or to upgrade those employees 
already working@ior the government=-the otal costs being 
paid by the federal government but with training provided by 
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airport maintenance, machine operation, stationary engineer- 
ing, naval architectural drafting, teletype operation, and 
varitype operation. The funds expended by the federal gov- 
ernment “on “this typeof" training’ can be found in TablerA+9: 

It is evident in Table A-9 that New Brunswick 
received two payments totalling less than a thousand dollars 
for Vocational Correspondence Courses. These payments were 
made under an agreement with the federal government with a 
federal share of 50 per cent of the cost of preparing a 
Mocavional correspondence! course (méw or revised) on the 
condition “hat the province would make available any such 
course to non-residents of the province at the same charge 
as residents. 

2, lechnical and Vocational Training 
ASSI Sl ance. AGL 

In 1960, the Diefenbaker government was faced with 
much unempxjoyment which was seemingly caused by automated 
industries requiring fewer untrained employees. The reac- 
tion was to expand the federal funds available to the prov- 
Tuces. tor Vocational training.  breorders tomo so wine new 
Technical and Vocational Training Assistance Act was given 
Royal assent on December 20, 1900... In tne tarst Tul year 
under the new Act, New Brunswick received $1.5 million as 
opposed to $0 -Oumid)] Pon gin pthe Lactrycamverit he tprewious 


Net--anaincrease. Of o/s Der Gent iy the one. year. 
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TABLE A-9 


OTHER PROGRAMS, 1946-1961 
GInifhousdnds:of Dolhans) 
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There were two agreements under the Act. These were 
the Technical’ and’ Vocational Training Agreement and the 
Apprenticeship Training Agreement. Under the former, there 
were provisions for ten programs as well as a Capital 
Bxpendictures Program and a Technical and Vocational Corre- 
spondence Courses.Program. The Apprenticeship Training 
Agreement was a continuation of other agreements for appren- 
ereeshis. prabning only. 

The amounts received by New Brunswick and paid out 
by ManadazPor .thesfiscaliyears ending March 3I, 1962 to 
March 31, 1967 can be found in Tables A-10 and A-ll respec- 
tiverv.: New Brunswick recetved $16.1 million: Gn the six 
years under this Act which was an average of $4.38 per 
Capita per year. In the same pericd, the federal government 


Pela Out $851.79 milion ‘on S123 per capita per year. 


i) Wocarionalhioh Sctool Training--Program 1 

Program 1 was meant to provide support for secondary 
courses in which at least half of the time was devoted to 
ftechnicah, commercial, on other wocatreral subjects." The 
courses had to be designed to prepare the graduating student 
for entry into employment or graduate vocational training. 

Thirty thousand dollars was allotted to each prov- 
ince and $20 thousand was allotted to. the Yukon’ and to the 
Northwest 3?érritories.. Thesbalarice of $3.0 miilion was to be 
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3 a a 1 i } i 
‘ hy ‘c : i vo | Wi 
aes : wi 
& ¥ 1, a + 
hy a Tee . y wees An 1 hiv ue ‘ 
rT eae co ey 7 i iy ioe 


and as 1 ianiaeres caine Jnaokraae 
ature? old petri) “edawmaeagA paths a yet 

Lert 6.88 {bow ae ‘ahig reg fel ae 
-N78O°) DSO LeSOey Die iad tout: Sat & Bae onicoat’e 


trie t?T. Qivissi ltecoegn sab nrg re 


6vew seadt sot ai cada “shits. omt, r 


ayaa 


“fparwidae ..dhrs Herve ek toe fenra te ior uta desl & a 

p , ats aniiiest a 

io bboy Bae MO tweinesh we ag horton etnvome oar 
‘sei To dots entibes  eslaby Eeoett aay xo 

‘negaeny DRA a " OL-A eoL0ed He Bape ot: 132. Toei, o% 


oe 
c 


sGq Bohl: TO /cPerees. he: Baw siete TOK slab , 
we alt, 
L 2 . Py aN 
POV OD Wis) bab. MAE emery ne at Riad ane re ae 


PED Lad Bu (OBS rays] bit O° nest é, pais 400; 
3 4 Be woe ¢ 


aed 


<e- 


sy et , €. 3. Ca - e 
MSLROs es LO ies t, LESS Mplrl Jee 


5 DO Gr fe ra 5 ry owque shiva a tree! Zen I MATOS 6 bi 40) 
Od Be day oD) BW Bae ait Fhe de Yapet t8 sae 1 11109 


- 


ant, cv 2igeedie Manpoieey apie 20, encbdehaiaachedaie 


4, 


sg pot | 


166 


(*peydezboowtw) *(8-7Zz *ON ‘*S*I°L peusttTandun) ,Tenjoy ety 


~eTnung ‘butuyezrlL Teuotzeo.0a To} Sainjtpuedxy [erepay, ‘youetg ytoddns werborg ‘uotzero6twwy pue XTemoduew jo jusuyZTedeq ‘epeueg saominos 


“yoressey Bbututer, ‘oT 
pue ‘pty juepnig *6 
‘saTousby pue sjueujyrTedeg Telepeay oj butuTezy “9g 
‘Hututerl Jayosea] TeoTuy.e, pue TeuoTie.0A +7 
“peTqestq ayy fo bututezy °9 
‘peAoTdusun ay} fo bututezy <‘c 
*ATYSNPUT YZTM VOT eTEedo-o0D UT ButTuTeZy, ‘bh 
‘HuTutTezy Teuotzyedns09 TaeyuzyOQ pue epery -¢ 
*OUTUTEZT] uetTotTuysar <2 
*Hututer] Toouss ybty Teuotzes0n “Tf 
seze swerboid oud 
“TE yoOTew Sutpue zesk TROSTS, 
sa ar a a np ee ee ee eee ee ee ee eee ee 
Bort ots Leer es L°O$ To19$ bees L£°09$ ae 8° TSS c°O6TS =8'vER ‘TS 6°cEes 8°SEL‘ PS L°VvEv$ 6° LOLS TePOL 
ae ape a ae ee eee eee eee 
v°98*e eeu ss O'8ST eps O°sT cea 2G G°ST 9°G69 o°G 9°988°T 6° PGT GOT L96T 
O°Sr8‘T _ G*E0e ee G°99T aia 8°6 le! 9°09 O° ve 8° TST on L°698 Sigee OLOST 996T 
€°786‘E e°8S8°T a i 9°ob apne O°OT pee 6° 9G DOS L°LO™S Wee OsOLek T Geos iT 0°09¢ S96T 
L°6S¢ ‘2 0°S9¢‘T . SEO Ee Ost y= iv * OG T°S? CaLOE €°? Si WLS Se le 2S vS6T 
SETAE ei 1°cceT 0°? L°68 ee 6° VTS vas O°vT ae G°906 © Gt L°TS?% MGS 6°€6 €96T 
OCIS TES . O° 6TE' s $ : L°O$ G°8s ¢ Se Sry he a4 Lao. 6° SE (Sper OL SS OF Eas On Oris: Some mes BLOONS o96T 
ee 
$8in} sesinoy Hututery OT 6 g / Q CG b € 77 foal 
TePOL -Tpuedxg souapuods dryset, werz6org wesrhorg werborig wexihozqg weib0org wexrherg wez6orqg weiborg, werborg werborg TeazZ 


Teqztdes -381I09 -usiddy 


(steTToq FO spuesnoy] ut) 
L96T-Z96T *LOV FONVLISTSSV ONINIVYL TWNOTLYOOA CNV 
TWOINHOSL SHL YSCNN WOIMSNAYS MSN AG GAATSIOSY SLNAWAVd 


Ola saga vel 


ota 8 


a rasa 


‘amma RRR 


or - — : r w - mn 
aes | Aten its lsnajgPeaGV 4 ‘ ree : ane es 
a > 

= a 


“Se. ee ee res bse theti>: Wecree = 
; — rs = “~~. : “See < vz a <4 c * ° Satd Li aeie . =I a 2 a5 « 
| } 


LOVE 


(*peydezboowtw) *(8-7zzZ °ON *°S°I'L peystrTqndun) ,Tenyov 


BAT IeTNUND *S6uTutez] TBuOTed0A IOJZ sainztpuadxy Tezepag, *‘youezg yroddns werborg ‘uotierb6Twwt pue remoduey jo juewzredagq ‘epeueg teoinos 


*szuswhed Telspasy Te}0} ay} Jo eHej,uaored e se passaidxa sqydtecazr yoTMSUNIg mMaN 


5 
AUODEO SOM OUT wee lame "OT 
pue -pty yuspnzysS °6 
*SeTouaby pue sjuewjzedsq TerTepey To} Hututety, -¢g 
‘BuTuTeT] Tayoeay [TeoTuYyDa] pue TeuoTPe.0A *yZ 
*petTqestq ey} jo bututezl °9 
pedAotTdweun ey} jo Sututez He 
‘ATZSNPUT UTM UOTTeTSdO-05 UT BuTUTeI] “PH 
‘6ututezy ~Teuotzednov9 TayuiO pue spezy -¢ 
‘bututez] uetotuyoey °Z 
*bUTUTeT] TOOUDS YHTH Teuotjies0A “‘T 


sore swerboid eulg 


“TE yoTew Hbutpue zea Testy, 


SS a a SO SR a a ES oR en Sl ee 


6°T Gat S*S S’y es ES aie (Gus 8° Cia we Sag Cit 7° 
© OS?‘ TS8S EOL ‘Z6S$ 8°S80TS O°LSh*6$ TS°LTTS 6°9G9°TS B°vOVS 6°TS6‘°SS ¥°986‘ES L°966ETIS ZT°STE‘TS TS vOP‘*TLS C°SIV*LES S°6ET HTS TeIOL 
Vn a Se eae ee oe es ee NE ee a ee eT eee ee ee ee ee a ee eee 
£4 val ae Git oe Crt GS Se Onl. Crt v°O Or Jae g°9 aL S6T 
Je WLISNSs > WCE v°9S0 9ET MS T Vet yt LS “Ga vec CoV he 6 eo sk 2 S18 GSES VS OLV6C' T SE“ Tele SEOs IES a L96T 
o*T €°0 20S LSS a O°sS = LaSt Oe 9°0 i" L°G Gre Las 5996T 
SeOSL -CSh S°680 vOT G9¢ T° 026 IGE SS Azeri G°eL GC 667 6°66L 7° 6L6°€S v~ 669 oO" SOCa Gl =a, VEG E REE 996T 
ies G°e oe 9-9 2S Vacs sage C6 la G27 6 ik S’°6 Coat CinZ e967 
6°06 L6 eccc. cS oy Sit 6°69 aie L066 6°19 9°vT9 0°99 0°009*ET ie6Ge GO 86Garl OFSeC Ol “OsG7 Gan S96T 
OFT : ST ou” JEG, aes G°€ Ora, Gael itaey 6°S SG, Oar G°*O canal 5V96T 
O°ZEr* 9ET PE LCOSCOR ie dl 6°vEee‘S i LEGTS 8°8S G°O8e 0°SO9 €°Z6v ‘OT 0°88 COSSEHOl.. T°roeeL va SOL aS v96T 
C21 Oat Sav 1 Ae a aa, Sn 0°9 Ones LEG DELS Ws, G°0 6° 5 96T 
b°ST6‘LO™ 0°L29 ° 6LT 6° Tv wont s at? leOe c°69 6°CEG 9°8vL Ge USI de: G° 9G EB CLIMS o°v6L‘9 0°O€6 T €96T 
wee 9° Gas we * "il ray Wav Gao Ome VGGG Se a Ome 5c 96T 
O°6CLOSE $ G°106 "Lia G°8 $ 6°09T‘'SS cae C-CGer S$. 980 SS SO Glo 48.6 ° S96 SO" Treo Sac Ts GaC"GCVaS $<6o 160 eS ciel Cora co c96T 
Serna. s3simno04 AitTUTe ITT OF 4 8 / 9 & v ‘> G Cie 
TeLOL -Tpusdxy aouapuods dtusaoty wezbotg werboxrg weiborg werthoig wesrborg werbortg weiboig wezborig ' weiboig werboig preeA 
gees -dII09 ere 


(szeTToq fo spuesnoyl UT) 
L961T-296T ‘LOV SONVISISSVY ONINIVYL TVWNOILVOOA ANV 
TWOINHOSL SHL YHCNN LNSWNdSAOS Tvusdsd JHL AG JCVW SLNSWAVd 


WV ae 


- ; ; — =e ; Tg ee ‘ 7 grit 
lin oe ‘=... po eowl- seer Te. ton peek Woe Ae 
a ae ad 7 - b a" 7 : * 
tee ee eS eae 


al a 


= ree “* Serisd, . 
; x @ eon cura i olabeed: 
Be “See ties 


pies feat 


168 


basis of the ratio of the number of 15-19 year olds residing 
in each area to the total number of persons in that age 
group in Canada. These funds were not to provide in excess 
Gf 3U per-eent of provincial costs. 

Between 1961 and 1967, New Brunswick received $767.9 
thousand or $1.26 per person for vocational high school 
training. This was 5.4 per cent of what Canada paid out 


G@ueing the same period ($./74 per person) . 


ii) Technician Training Program--Program 2 

The program establishing training for technicians 
was designed to assist in relieving,a persistent shortage oy 
technicians at the sub-professional level. Assistance was 
made available for post-secondary school training "that 
reaches an agreed standard of qualification in the prin- 
ciples of science or technology .. . except where such 


7 The program 


training is designed for university credit." 
al So providéd«forefederadlvassistamce foriallowances ite 
assist students who were taking full-time thainiang. 

The federal government provided the provinces with 
50 per cent of the funds expended on this program. During 
the six years under review, this amounted to $37.4 million 
of which New Brunswick received $.5 million or 1.3 per cent. 


At the same time New Brunswick's population amounted to 3.2 


per cent of Canada's: population. 
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"Canada, Department of Labour, Annual Report, 1963, 
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iii) Trade and Other Occupational Training-- 
Program 3 


To provide pre-employment training or retraining for 
persons over the compulsory school attendance age who have 
left elementary or secondary school, this program was estab- 
tished, tO provide trade and occupational training. .Instruc= 
tion could be given in full-time, part-time, day or evening 
classes, by day or block release, or by correspondence 
courses. 

Under this program, the federal government agreed to 
provide 50 per cent of all provincial expenditures. In 
Table A-10, it is seen that New Brunswick received $4.7 mil- 
lion over the six years under review. This was 6.5 per cent 
of the funds provided by the federal government. 

iv) Training in Co-operation with 
ingustry=-program) 4 

Program 4 was meant to consolidate previous training 
efforts in the areayof "supervisory" training and to. do this 
with the active support of Page aay It was envisioned that 
provincial tramming authorPties and the industries would 
join-in arranging and financing the courses offered with the 
federal government sharing the expenditures to the extent of 
DO per cent except in ine following three types OF programs, 
where the federal government contributed 7S per cent of the 
expenditures: 
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2. Industrial apprenticeship. 
3. Retraining of employers who would otherwise be dis- 
placed because of technological or-other industrial changes. 

During 1963, the Small Business Management Training 
Program was transferred to the Department of Labour (to come 
under this, agreement) trom sthe Department of Trade and Com- 
merce. Itt was really 1964 before the provinces moved into « 
posi tirom-of promoting ‘this «type .,of -traiming..y Por.,rins.tance., 
in 1963, twenty-five projects were approved while in 1964, 
thirty-seven projects were! approved. In 1964, the Small 
Business Management Training Progran was conducted 325 times 
as against 98 times the previous year. It was this increase 
in promotion which caused the large increase in expenditures 
en thaseprdaram in 1964-65. 

New Brunswick was not a benefactor under this 
increase in expenditures. While Canada's payments increased 
thirty-eight times over the six years, New Brunswick's 
receipts decreased. While Canada's payments were $.12 per 
resident, New Brunswick's receipts were only $.05 per resi- 


dent. 


v) Training for the Unemployed--Program 5 

Provision was made within the Act which allowed a 
federal Tcont pibuELON..<0k hi soem rcent foisytrainingmcests ct or 
Dea yaees usiel est ea, jodie yibywprovansial+ohia cialis, and tne 
National Employment Service .4 These trainees wenengiven 


short, intensive courses for occupations offering reasonable 
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chances of regular employment. In order to qualify for the 
73 per cent contribution from the federal government a mini- 
mum number. of days of training had“to be given. This qualis 
fication was later eliminated... In 1964, a federal contribu~ 
tion of 90 per cent of living allowances was started. 

In the years 1961-63, New Brunswick received $1.8 
middwiont on ls6sper cent, ofsfederal\| outlays! for “Training: for 
the Unemployed." During the same period, New Brunswick had 
a 169.4 pex cent greater rate of unemployment than the 


Canadian ee te 


vi) Training for the Disabled--Program 6 


The Training for the Disabled Program provides for 
technical or vocational training, retraining or assessment 
OPvany person wath a continuing disability, for a.suitable 
occupation. The selection of those persons to be retrained 
was done bv federal-provincial committees and costs were 
shared equally. It is interesting to note that this program 
permitted university training (the others permitting this 
were “Student Aid" and “Vocational Teacher Training"). 

Between 1961 and 1967, Canada paid out $4.0 million 


on this program of which New Brunswick received 4.8 per cent 


a nm em Se ee 


1ON6 provincial breakdown of unemployment is avail- 
able. This figure is the Atlantic Provinces. composiie 
figure which appears in Frank. T. Denton and Sylvia Ostry, 
An Analysis of Post-War Unemployment, Staff Study No. 3 
(Ottawa saakbconomi ¢ACounciheot aGanada,ol964)i)uthel assumption 
is that New Brunswick does not differ greatly from the com- 
posiLe lost ehetAtdanticeProvinces. 
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or $190 thousand. That amounts to a payment by Canada of 
$.20 per capita or receipts for New Brunswick of $.31 per 
capita. 
Von) “ltaineng. gfe Vocational Teachers. Super- 
visors, and Administrators--Program 7 

With the large increase in training facilities being 
promoted by the Technical and Vocational Training Agreement. 
it was feared that there would not be sufficient people to 
staff the facilities. The federal government agreed to pay: 
the provinces 50 per cent towards operating costs and 
trainee assistance for the training of occupationally com- 
petent persons as teachers. Under this agreement the ted- 
eral government paid New Brunswick $251.8 thousand out of a 
Hodes cot (GG00: tnt) Intboinch( Sud: wen tc elitiha 


viii) Training for Federal Departments and 
Agencies--Program 8 


Uncer the agreement there was provision for the fed- 
eral government to reimburse the provinces for the full 
amount of their expenditures for training armed forces mem- 
bers in any occupation. § Furthermore, 100 per cent of the 
Cos torn any training) prog ram operateduby iaiprovince at the 
request of the federal government for training employees for 
a department or agency of the federal government was to be 
paid. During the six years under review, the federal gov- 
ernment paid out $404.8 thousand while New Brunswick did not 


participate at dny time. 
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ix) Student Aid--Program 9 


It was noted under the discussion of the Vocational 
pao ie a sordimabiontAce ithaty|Student tAid” wassacannied on 
as a continuation of earlier acts. Again, it was included 
under the Technical and Vocational Training Assistance Act. 
As before, aid was for university students in degree- 
granting courses other than theology, and to nurses-in- 
training who were taking approved professional courses. A 
provincial selection committee selected the candidates to 
receive outright grants, loans, or a combination of both. 

During the mid-sixties funds paid out by the federal. 
government on this program fell by 38.5 per cent, indicating 
the increasing importance of other means of student support 
(Ganada!Cotincil) ‘which were:not directed through provincial 
coffers. New Brunswick still received $60.7 thousand or 3.7 
per cent of the $1.7 million paid out by the federal govern- 
ment during the years 1961 to 1967. 
xP fechntead, ana Vocational Correspondenc 

Courses 

This part of the agreement was a continuation of a 
program carried on under the Vocational Training 
Co-ordination Act and the provisions remained exactly the 
same. During the six years under review, the federal gov- 
ernment paid out $108.8 thousand while New Brunswick received 


Sly 12. per centvor thety( S52. 7> thousand): 
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xi) Apprenticeship. Training 

The "Apprenticeship Training Program" was started 
under the Vocational Training Co-ondination Act in11944. 
Like the other programs that started under the 1942 Act, few 
changes were made when the new Act was passed. Quebec and 
Prince Edward Island remained outside the agreement until a 
Hew agreement «became» effective on) April.1 51964 (to termin- 
ateson March 31,1967). wheniPrince Edward Island became part 
of the agreement.. Meanwhile apprentice training in Quebec 
was shared by the federal government under "Trade and Occu- 
pational T:rraining--Program 3" and "Training for the Unem- 
ployed--Program 5." Under the latter 75 per cent of the 
funds were, federally provided. Later, Quebec received funds 
under "Training in Co-operation with Industry--Program 4" 
which also. provided./5 per, cent of funds for-industrial 
apprenticeship. 

Funds for the "Apprenticeship Training Agreement" 
amownted Gio $9.5 miblions( excluding finds geo] Quel) jor ioe] 
per capita. Over the six years, however, there was a 
an Of «45 .</ Npexr Neoentsin pf unds apaid, (out sai New Beunswhek 
Gid inot. suf ier thisvdeciiine «in funds. «hvactudhky Goecemved 
move win (1966-67) thar cin wl96 h-62.--Of, the ($9 69 migkl vom goaad 
out by Canada, New Brunswick received 6.6 per cent or $612.1 


thousand CUllaoon ger capita) over the six years under review. 


adie average population excluding Quebec was calcu- 
Pated troreecanacda,soornonTen buneau Of Statistics, aVaital Sota- 


tistics (Ottawa: - Queen's Printer, 1968), Table S-2. 
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xii) Capital Expenditure Program 
Under the Capital Expenditure Program, the federal 

government. agreed to»aadyin the provision; of facilities for 
vocational training programs. Originally, the federal gov- 

rnment agreed to reimburse the provinces for 75 per cent of 
approved capital expenditures incurred by March 31, 1963 
Pooloeri cent .eftercthat cna Thisvwaseakeovengattempt to 
create extra short-term employment in the construction 
industry curing a period of high unemployment. In December, 
1963 an amendment to the Act provided for the federal gov- 
ernment paying 75 per cent of approved capital expenditures 
until the amount equalled $480 for each person in the 15-19 
binciticive) page *oroup 1 esidi no pinfenefprovinceet asadeterminer 
by the 1961 census. After $480 per eligible person had been 
paid, the federal government would contribute 50 per cent of 
approved costs. 

New Brunswick was noticeably slow to use these funds. 

In the 1961 census, there were 53.5 thousand people in New 
Brunswreklinukhe- 1b-L9 year age group. and by March: ol, 1967 
the payments to New Brunswick had amounted to $7.2 million 
Ora blss.96eperqpersonsinithe;relévantddroupe skhor..cCanadats 
1.4 million people in this age group, $413.56 per person had 


been paid out in the same time period. 
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S28 Veterans Rehabil? tation Acti? 


In the Veterans Rehabilitation Act, 1945, provision 
was made for "the Minister [of Veterans Affairs] to pay him: 


[the veteran who meets certain qualifications] an allowance 


for the period during which he takes the said [undergraduate | 


13 ee Bie 
course." Similar provisions were made for the veteran 


continuing his education in post-graduate courses. 
As well, 


Where an allowance is being paid to a veteran under 
section 8, 9 or ll, or where such an allowance might be 
paid but for the provisions of section 17, the Minister 
may, in accordance with regulations, pay to any univer- 
Sity; Hchool.ortOthnenssimi lar ine tliuvion, Vvurtion tees, 
student fees, and athletic fees or other necessary 
charges and costs of courses of training approved under 
thas Act for, amd taken’by such veteran,’ and pay costs 
of special tuition and training of such veteran received 
while under treatment in hospitals and similar institu- 
tions under authority,¢contained in the Department of 
Meceldmoey GL dir SACU. 


and 


The Minister may, with the approval of the Governor 
in Council and subject to regulations, make a supplemen:: 
tary grant to any university for the purpose of assist- 
ing such university to meet expenses incurred in the 
training of veterans in respect of whom tuition fees are 
payable under this Act; . . JLo 


tn thevlacrer case anvupoer Pimikt "or Lo lper wet- 


eran per year was established. Considerable sums of money 


‘canada, Veterans Rehabilitation Act, 1945, 
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were pard-cO,the puniversities under these supplementary 
Qrants which were the first large federal grants paid 


directly to the universities. 


ane Chivbdren- or War Dead peceee ten 
: Assistance) Act 


In 1953, the federal government made provision for 
the education of those children whose father had been killed 
while in the armed services. Payments for the total cost or 
for part of the cost of education keyond matriculation were 
made through the Department of Veterans Affairs. 

Taole A-12 includes the payments made under the 
Veterans Rehabilitation Act and the Children of War Dead 
(Pducation- Assistance) Act. Some of the figures in this 
table are estimates. Figures for the payments made by the 
federal government under both Acts were available. As well, 
a university breakdown was available for all payments over 
e28thoesand or $5 thousand (depending on the year)). AFor the 
figures that were broken down, it was possible to arrive at 
a percentage going to New Brunswick institutions of higher 
learning. This percentage was then applied to the total 
federal grants to find the flow of funds to New Brunswick. 

Two assumptions underlie this technique. j|Firstwit 
was assumed that smaller institutions did not recélive enough 


funds to appear in the breakdown. Secondly, it was assumed 
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that New Brunswick had a ratio of small to large institu- 
Prens thet was nottsiaqniticantly ditferentifrom the ratio in 


other provinces. 


5. Fitness and Amateur Sport, Act 

The year 1961 was one of reflection for Canadian 
sports enthusiasts. President Kennedy was pushing physical 
fitness; Canada's hockey teams seemed to be leaving their 
domination of that sport to others; and Olympic performances 
of Canadian athletes had been less than a growing national- 
ism would allow. The result was a Fitness and Amateur Spor 
Act which permitted the federal government to provide funds 
which would promote and develop national and international 
SpOLrt.. 

Grants were given by the federal government for 
various functions including equipment, community recrea- 
tional development, sports clinics, competitions, scholar- 
ships, and bursaries. There are two programs under which 
Students) are ‘assisted: Phe first ‘consrvsts of schobarships 
and bursaries for undergraduates in physical education and 
recreation. The recipients are nominated by the province 
and the federal department pays the full cost. Students so 
nominated were free to pursue their education in other 
provinces. 

Table A-13 shows the breakdown of funds for the 


Province of New Brunswick as well as the Canadian data. ee 
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will be noted that New Brunswick nominees for the years 
under review received about 5.3 per cent of federal funds 


spent on this function. 


TABLE A-14 


PUNDS SPENT (BY -THE FEDERAL “GOVERNMENT FOR 
POST-GRADUATE SCHOLARSHIPS AND FELLOW- 
SHIPS IN PHYSICAL EDUCATION, 


1963-19672 

; Amount Received Amount Spent New Brunswick 

Year bys). Ba Residents by Canada as Percentage 
(O00' gs) G00 s} OMeanaca 

i Re Of: Sy dF (124 
1964 pei O LSD e9 ier 
lee, OA 2 Os af Cae 
1966 aie. 208.0 ES 
LIG7 Ome LESET OPS 
Total Si 3 DOO, 1 1 a 


“Includes travel grants. 
Deiséal year ending March Sl. 

Source: Canada, Department of National Health and Wel- 
fare, Annual Report (Ottawa: Queen's Printer, 
various years, 1963-67), and figures supplied 
by Fitness and Amateur Sport Division, May 26, 
POTO. 
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ieadeney! through post-graduate scholarships and fellow- 
ships. howd caei ons were reviewed, in this case, by the 
Scholarship Committee of the National Advisory Council and 
the awards were given on the understanding that the recipi- 
ent would work at least two years in Canada or for a period 
of time equal to the duration of their assisted studies. 
The universities in New Brunswick did not provide graduate 
work in physical education so recipients had to leave that 
province. ' The Department of National Health and Welfare 
assisted in the preparation of Table A-14 by providing the 
figures for students who had listed New Brunswick as their 


residence on applications. 


6. Health Resources Fund Act 

In 1964, the Royal Commission on Health Services 
recommended that the federal government support the con- 
Seriuctromiominédicdals schools, nursing schools, wniversrry 
hospitals and other teaching facilities. The vehicle used 
by the federal government to do this was the Health Resources 
Hiuind eictyt LQoGirlh lt terovided tor capita lh assusvanceaincon- 
spruching ~menovating and acquiring health training” facili - 
ties and research institutions. The federal government was 
tomppovide bUmper Icentvor whe costs,or all basic équroment 


andthe icostis ‘of Planning Vand-designing facilities up to 
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‘canada, Department of National Health and Welfare, 
Annual Report: (Ottawa: Quéen's Printer, 1968), “p. 153. 
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S500 million (divided*so that $300 million was allocated to 
Tie provinces On 4 per Capita basis, $25 million. was-allo- 
eered tor, yoint Atlantic Province’ projects, and $175 million 
was Left undivided). 

Because the Act was only proclaimed in July of 1966, 
the only figures relevant to this study are those from July, 
mec) cO Match 31932967. During these: first months ,gadmini- 
Strative. details’ occupied the forefront. The: first project 
was approved in February and payments were started in March. 
By March 3l the federal government had granted $4.7 million, 
of which New Brunswick's share was $308 thousand (New Bruns-: 
wick medical education is taken at Dalhousie and the prov- 


iee'’s Tunds wererallocated to albu@ilding on that campus}. 


ieeleProfessional Treiming Grants. 

In 1948, ‘the Health Grants Directorate of the 
Department of National Health and Welfare'set up the admini- 
strative machinery to assess and process applications for 
provinces to help support training programs in various 
fields of health. Payments under MP pomece eae Training 
Grants" were made on claims submitted by the provinces in 
accordance: WiLtn rules Set LTOrth: an the annual order-in-— 
COUNCGLS crUnGS. LOR LiLS TUNCTLON: Were Drovided Ter on an 
annual basis in the estimates of the Department of National 
Health and Welfare. 

Table, A-15 sets. out the federal contributions 


claimed snd para ouc to«the Province, of New Brunswickvas 
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TABLE A-15 
FUNDS UOPENT. ON sPROEESSILONAL TRAINING, GRANTS, 
; 1949-1967 3 
Paxd Out N.B. Receipts 
oe by Federal Received by as a Percentage 
Government New Brunswick of Canadian 
(000s) (000's) Expenditures 
1949 $ We are Se all We eh 
1950 S60: / Bue re) Oil 
noo A52.9 2164 AT 
1952 521.4 CO 6.3 
1953 604.9 eee Th A.O 
1954 O90 3 2A BO 
tooo owes ZO) co ceil 
EOD0 SSG LOS Cl 
Seat | ol erne ieee) Saat 
ipo ers DO ses Soak 3.4 
ASI SS Ota Le) oo 
1960 bo aah te. Bee) 
1961 gee 1Oieo eT) Sie) 
1962 lee OS Oe ei) 4.1 
PIGS sleacor WENT) ay Mee ona 
1964 i, VAL RO A9.5 Ze 
1965 Med ack BIO! eee 
1966 pp rete ail OO ig! 
1967 1,448.0 62.4 4.3 
Total Si, 09233 $681.0 AKO) 


ony I ET dO 


a SN ee SR ENC rR NR 


“Fiscal year ending March 3l. 


Sources. Canada, Department of National Health and Wel- 
fare, Annual Report (Ottawa: Queen's Printer, 
various years, 1949-67). 
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well as total Canadian payments from the program's inception 


in 1948. 


8. Welfare Assistance 

The Department of National Health and Welfare con- 
OuerS One Other type of program to assist.education. It is 
administered by the Welfare Assistance and Services Branch 
and includes three types of aid. University Schools of 
Social Work receive operating grants; provinces receive 
funds for individuals who are studying for social work 
degrees and who agree to take employment with the granting 
provincial government, and, as wel’, there is a fellowship 
and scholarship program on a nation-wide baci ou ss 

Table A-16 sets forth the payments made to the Prov- 
ince of New Brunswick and to institutions and individuals in 
New Brunswick as well as the gross payments made by Canada. 
The New Brunswick figures for operating grants underestimate 
the value available-to New-Brunswick. That°is, because the 
Maritime School, of: Social Work is situated am Nova Scotia, 
the figures on funds,“flowing=to *theatainsterwution, are shown 
for Nova Scotia although the school could be™ considered a 
New Brunswick institution in the’ sense that 2t°-is~a joint 
DProjeel Of tiive Maritine Universities Tosorrer Masterts 


courses only. 
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TABLE A-~16 


FUNDS PAID OUT FOR SOCIAL WORK TRAINING, 
1948-1967 


a A NE A RN NR ET 
a re eae ee A a A 


Amount Received Amount Paid Out N.B. Receipts 


rn 
—=— 


Year by New Brunswick by Canada as a Percentage 
(O001s) (OGO's) of Total 

1948 BA ar’ $ 50 e0 

1949 Sus DO. 0 

VS 50 D2 nO 

POSH aS 

4952 100.0 

1963 pee 9On. Go. 6 
1964 9.4 LG69 AG 5ad 
1965 ST) SQ0 oe 
1966 ie ee SO224 Sue! 
LOC igeiae) Vee i S| DES 
Total SOc. 4 Dole Cre Tiask Sea 


OA RE es PR 


ieapevuhesenanen: St eS NE NE NE Ps PN RENE UT NE TS RE SNR 


“Fiscal year ending March 3l. 
Source: Canada, Department of National Health and Wel- 
fare, Annual Report (Qttawa: Queen's Printer, 
VabLoOuUS years, 1949-67). 
9. Medical Research Council 
A subsidiary and separate council was formed by the 
Mational Research Council sin L960 to acauct. medieglvrecodrch 
which was not being already supported by the Defence 
Research Board and the Department of National. Health and 
Welfares—Research=by senior scientists connected with 
universities Was Supported by long-term (three-year) grants 
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university researchers was assisted by the Council but most 
important for the purposes of this paper was the support 
given training in medical research for superior graduate 
students through the Medical Research Fellowship Program. 
Lastly, the Council supported a number of full-time Medical 
Research Associates in Canadian universities. 

Assistance was given on the basis of merit in the 
project as opposed to any regional determinant. Very few of 
the funds went to New Brunswick individuals and institutions. 
There are many reasons for this bui the statement by the 
Executive Assistant to the President of the Council appears 
to explain the phenomenon: | 

this a6 ~uncdoultediy a ret bection. Of the fact that 

there are no medical schools in the province and stu- 
dents and faculty members interested in research there- 
fore tend 10 be oriented, towards tieldis| other then 
health sciences. 

The funds allocated by the Medical Research Council 
are shown along with those allocated by the National 


Rescearcn. Counc. an«labilre A-17. 


VO * Ne tronet research ~OOune. 
Originally established in 1916, the National 
Researchboounci. fas Nadi rom Tis ancepi10n a DOLlicy (OL 
assisting Sscience.in Canadian universities through, scholar- 
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TABLE A-17 


GRANTS UNDER MEDICAL RESEARCH COUNCIL AND 
NATIONAL RESEARCH COUNCIL, 1946-19672 
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Medical Research fCouneril National ResearchnGouncil 
New New 
B:cunswick Canada Brunswick Canada 
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9prior to 1962 the grants by the National Research 


Council to New Brunswick are estimated from the average 
percentage of grants going to New Brunswick, 1962-1967 
inclusive. 


recall year ending March 3l. 


Source: Canada, National Research Council of Canada, 
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President, Medical Research Council, and with 
F. A. Zuana, Awards Office, National Research 
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institutional changes have been made through amendments, the 
basic statute has remained as the Research Council ene 
Grants have been given on the basis of merit and 
have had no regional or geographic ,.bias built into them... It 
will be noted that on a per capita basis, New Brunswick did 
not receive its full share of the grants, but that may be 
partly exp..ained by the type of graduate programs offered in 


New Brunsw:.ck universities. The Council grants data appear in 


Table A-17. 
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three items will be examined with respect to the assistance 


i OrmeilaASheereronce sane New. Brunswick. 


20 anada, ResearGnGouncs | ACL Revised, Slates Or. 


Canadaw 1 QOz eel: 239 as amended. 
2lcanada, Canada Council Act, 1957, 5-6 Eliz. II, 
Cliva os 


Pes Gee. Gi). 


ae ae MPT WAN. eh a Oe 
it ae hes eu es h PA dat the bes 


fan | vj Py iA be j “i 
rd ied We : ; 
, mi ‘ 
é fi 
ag tee! i‘ vet.) 
2 Mm . 
‘4 oven "es 
' . 1 7 Cin : 
a ph, dat i? ani i 
(etdy Stier TCO) E'S Lanois 940. 0tt ben a 
me: = am ‘ap } 
ros , : y ny F e yh ’ 
wW $ j 4 519) vor Lys ON 1s 
i ? \ is ef 
: é ri Clive 234 Bv.le a9 
» ‘ “ ¥ a ry 
2» , at 
’ sa ¥ a b 5. rm ieee 
I * ‘4 
4 
i. abe ds eerie oSwecuetl , 
; : vi ? ie it 
ed 
plans i. ii 
: ee % —< ah, e paee 
: : phi a eae Sey 
( = . , ‘ 4 we F555 es! f pork at ee “ery i Wi 
ae 
j 29 } Oo * Ps ena § OSG: 7 
- w 5 ie iy ne 
“5 J / "2 , - * z a 
_ oy \ 
. (outs ot one a +98 omy be 
J] ie wal 
=} Ay i 


;* ie © 
rat. 
7 hi LG: iL Looe bis «2 
j 7 +h 7 
- * f 1 i e- ‘e 


(oa Ott ; 6/ tad pedoaqns F 


a 
rs 
i 
= 
- 


ee 


ir r @ io ' i ny b é ft mai j : a . ‘ 2a BOF. 9 
: i j ‘. aa er Be 
. , Sal a 
(vai) F ig 
by {ioe Beas Voy -(eaditeno ts 93 Cea 
: ; j af Gu : . vee ere 6 ee 
: at Ss ) cokes oS RRS eS Sr bg Ee isi 7 4.5 ie ‘y i. fi abs 


Yee ; 7 ra ; cr ae 


ee eae Og oJ spe “id Ew puns 9 Attu 


¥ . » x } 
4 oi BAS <a 


» dot maou wate al enone ki 


19@ 


ty eCaprtal’ Grants 

The Act had allowed that the Council "make grants to 
MAiMersiGaes and similar institutions of higher learning by: 
way of capital assistance in respect of building construc- 


= Later in the same Act a "University Capi- 


Pon eoro 7;ects .." 
tal Grants Fund" was established with a sum of $50 million 
to be paid out such as to not exceed: 

a) in the case of any particular project one-half of 
the total expenditures made in respect of the project; 
and 

D)eineany provinces. an amount womet is) in tne! same 
proportion to the aggregate of the amounts credited to 
the University Capital Grants und as the population of 
the province, accordifig to the latest census, ‘1s. to oes 
aggregate population, according to such census Ries 

TPUAUGUS Leet JO7. tne. COUNCIL, announced that: under 

tis division of the University Capital Grants Fund, New 
Brunswick would be eligible to receive $1.7-million.7- 

Table A-18 sets out the grants received by New Brunswick and 
Datd out by Canada. 1t will be novVed=thatetnestotal was 
greater than the allotment. The reason for this was the 
AnLeresteolyueron ealcoemacdeeone tie basis ofr 1956 “Census 


figures) of which New Brunswick was eligible for $599 


thousand. 
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TABLE A-18 


CANADA COUNCIL CAPITAL GRANTS, 1958-1967 
Gin ihoueands of Dollars) 
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N.B. Receipts as 


Year? Amount Paid to Amount Paid a Percentage of 
New Brunswick Out by Canada Canadian Payments 

1958 Ge 422 $4,074 10.4 

£959 TAS Sis even 

1960 S32 9,386 A. 1 

L961 109 Ss FS Bisa 

BIZ 128 6,444 2 
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“Fiscal year ending March 3l. 
Source: Canada, Canada Council, Annual Report (Ottawa: 
Queen!s Printer, varioussyears,, 1906-67): 

ii). Library, Research. Colkections 

the: Counca lexccoghizedstheinecd to be of general 
assistance toeCanadianedibraries, \DoLhi universe ryeand: public, 
but did not feel that the funds: available were of sufficient 
SizesBOGarpy out, sign aucompgchensitweMprogram? WiheeCounerl, 
however, did.on-occasionymake’ grants to assist. special lib- 
rary projects which could not be supported from Local funds. 


Generally, the number of projects has been small but several 
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have been received by. New Brunswick libraries. The values 


OF 6UChE Grantisotare set ‘out an Table iA-19. 


iii) Scholarship and Fellowship Programs 

The Council met with very heavy demand on its 
resources in the area of academic awards in the humanities 
and social sciences... Seventy-five per cent of the total 
Punds altceated to scholarships, fellowships, and grants 
were allocated to programs such as Pre-Doctor's Degree Fel- 
lowships, Pre-Master's Degree Fellowships, and Grants-in-Aid 
of Research and Productive Scholarship... As the demand grew 
the programs changed. These were selected on the basis of 
merit “without regional consideration and regardless of 
whether they were French-speaking or English-speaking 
Canadians."“° 

As time progressed, the demand became so great that 
the Council gradually had to narrow down its field of activ- 
ity and select from what they considered a "multitude of 


ai thoge which seemed most important. By 1962-63 that 


needs" 
meant eliminating several categories lige. scholarships to 
train lewyers, architects, and librariams) and reducing 
others (i.e., Pre-Master's Degree Fellowships and non- 


resident awards). By 1965-66 the Pre-Master'ts Degree Fel- 


lowships were completely withdrawn. 
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The fellowship programs are set out in Table A-19 
avong withetheudibrary icolbectioni Grants?. <1 tywallabe. noted 
that*in both programs New Brunswick received a smaller share 
of the funds allotted than they would have had they been 
aitocated by population: “ This is)mot« surprising when, the 
structure of post-graduate education in New Brunswick is 


examined. 


iv) Leave Fellowships 


These fellowships are available to career scholars 
who obtain leaves from universities for periods of free 
study and research. They have invcolved a stipend, travel 
expenditures, and a small sum for research costs. This. pro- 
gram also aas evolved over the years of the Council's exis- 
tence and the magnitude of the procram can be found in Table 
A-19. It will be noted again that these fellowships were 


granted on merit rather than on region. 


v) Research Grants 

The Research Grants Program was started in the fall 
of SOO >uenc demandvat finst. was small. but avweinoressced 
rapidly so that inol966-67 close to $1 million was spent on 
overss0O projects. yihe breakdown. tor“this; program) Gan be 
fotind’ in Table A-b9sand therevit can bevseen thathit,.along 
with the other Council programs, is non-regional--being 


based ons ieri ts 


; ; fk ; : samy) \" | 7 sh on 
yi ey } tA ae a a Py ' 
‘red O's ‘ i i Ary Aaa Ah 
"Kays \ mi The 


Me oa 
Pl-A Obed. Ae) aah be shi me ali 
becotc ded’ Ub Deve ae rere atte hies ea 
af 


Pia S70 J vpn ee aletterdl.. vise “ieigora’ af 
ye dom eA Boia 4 iy Hi nn Ay Piva la 2b 


bn 
H 


aie Pass WORE Saar ee fe Higog es & 
Wu entiayr ee taray P ad: > yeah a 1 edbexesdadg hee 


. iM a nd ak 


a ad Te et ot ey Ling mgt X 
tyiai 6 Deer vay eat deat 


ates 


Ah Eth <a Se 5 pk Lk het, & Gos ae 
ea Bain ai tonne tone Lath 
Ut te “Sta sean, oh | 
thet? isk Bea be ae 4 bisa givton Oat: 1 i‘ 
OO LGa. SGh wg a ORL S ae ‘i somite 


ay 


: 
ee 


) 
‘A 


Bite ed bree began 2 Pi Ne ride ieee i As rad, iat. 
Hpetbagtoaps E> of.» Parl he as ‘ease ae + Stas ee 


Mas SS: ss OU. eat ig ecient epg boes 
, i ; ope ot iy 


el al 


shig ss wed & oe bit i ea Sb, ee i oa id pita 9 
| | an ane ee a 
Diy art LAN etn MRD watt ear 


£ } ; 
fy F i on | iA AD ‘? A 
: ‘ A 


. rs } : 
i) : as : aa 
¢ . J a 


Wie wi sit eng Gcholans. 

ihe last major: preogeam when ‘assists. the’ educational 
system in New Brunswick is the Visiting Scholars Program. 
Piwwas designed to "bring eminent ‘foreign scholars ‘to. do 
special work in their graduate schools [Canadian universi- 
ties "7° and proved to be a. very modest form of Vassistance. 


The breakdown can again be found in Table A-19. 


Ivogoeer Capita Universe uy Grants 


In Aol; the Royal Commission on National Develop- 
ment in the Arts, Letters and Scimnece:” recommended that 
the federal government make annual contributions to operat- 
WagyDUdgeLS Of Universities on thetigasas of provincial, Sopu- 
eon. Almost immediately, the federal government 
started grants of $.50 per capita to the provinces which was 
distributed to the universities on the basis of enrollment. 

The per capita grant was raised to $1.00 per head in 
1956-57. At the same time, because of the difficulties 
encountered by the federal Department of Finance in distri- 


Sei 


buting these grants, the: nesponsibilanry torimdas te buon 


“8thid., 1963, p. ll. 


“canada, Royal Commission on National Development 
im. the: Arts, Letters: and Sciences,, Report (Otttawatan@ueents 


Printer, 1951). This is commonly referred to as the Massey 
Commission. 
30 
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In-particular, the Province. of Quebec was reject- 
ing these Grants on the basis that they represented’ Tederal 
interference in muprovincial jurisdietion. 
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TABLE A-20 


GRANTS MADE BY THE FEDERAL GOVERNMENT FOR 


UNIVERSITY “OPERATING EXPENDITURES, 
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Receipts as a 
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was’ shifted’ to the Association of Universities and Colleges 
of Canada. 

The per capita grants were. raised in 1958-59 to 
$1.50 per head and again in 1962-63 to $2.00 per head. In 
1966-67 an average supplementary grant of $3.00 per capita 
was tapproved (part~of this being for out-of-province stu- 
tomes)  Arecord or =tne payments made by Canada and 


received by New Brunswick is found in Table A-20. 
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There were a number of other grant programs which 
provided educational subsidies from federal authorities. 
Some of these were in the nature of grants while others were 


funds spent directly by the federal government. 


i) ARDA 
The first of these funds were provided through the 
Agricultural and Rural Development Act, hogai?e There were 
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$13 million was spent by the federal government on improved 


= The second agreement 


management and use of resources. 
shifted the emphasis to the social and economic needs of the 
people in rural areas. The second agreement was broken into 


eight parts, several of which might have included education. 


They ieee 
Portals Research 
Pat, Ub: Land Use and Farm Agreement 


Partaiwii : Rehabilitation 


Paws bv: Redevelopment Staff and Training Service 
Part: Rural Development /.reas 

Reo Vil’: Special Rural Development Areas 

rate Weave: Public Information Service 


Pear Vib Somleand*Waterr Conservation 
The classifications do not lend themselves to any 
easy breakdown of the expenditures by function but through 
correspondence with R. E. M. Routledge, Rural Development 
Office in New Brunswick, it was possible to get some esti- 
mate of the expenditures made in the 1966-67 fiscal year for 
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S°The projects estimated to be educational in nature 
were: 
#4016 Residential Adult Education 
#23009 Assistance to Regional Development Organizations 
#20000 Mucal* Development Start “and Iraining Services. 
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total federal contributions to calculate the amount going 


towards education in 1965-66 under the second agreement. 


TABLE A=21 


PAYMENTS MADE TO NEW BRUNSWICK UNDER 
ARDA AGREEMENTS, 3963-1967 
(inelnousands o: Vollars) 
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2 Rural Development 

s) Alternate Land Use 

4. Community Pastures 

2) Soil and Water 

The data available are supp]ied in Table A-21 where 

it becomes evident that even with the large sums of money 
committed to ARDA, the education svstem of New Brunswick 
mecelved only a small fraction of those funds. It also 
becomes evident that for large commitments of money on a 
Pood sOcia) basis (suchas ADA), a better accounting of 
expenditures should be required. In the present system used 
for accounting by ARDA, there is no possibility of observing 
Uneouner a woreurcular funct1on (a.ek) education) is contri= 


DUcinGg 1 ts“share: uo, tire total project. 


1) Canada Student Loans 
The second "other" source of federal subsidy to edu- 
cation in New Brunswick was the Canada Student Loan Act, 


6 Under this Act, the province could authorize loans 


1964.° 
in aggregate up to an allocated loan provision which was 

contained’ in the Acts. Tne allocation was on the basis. of 
population in the 18-24 yearn age group. “from the lari or 
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grants in 1965-66 and 1966-67 as is noted in Table A-22. 
Table A-22 does not show the subsidy value for New 

Brunswick education. The figures shown are loan values. 

The real value of the subsidy is the payment of interest on 

the loan until after the graduation of the student. Because 

of the branch banking system in Canada, there is no way to 

allocate these interest payments as to their multiplier 


effect within a given province. 
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expenditures). These effects are more likely to be felt 
within the province with various factors decreasing their 


Ree 


iht) indian Education 

Since 1867, the federal government has had the 
PecDONc OLLI ty FOr the Provision Of _pubitc Goods for 
Indians.~° This responsibility included the provision of 
schooling which in some areas invo.ved residential schools 
where the population was sparse and widely spread geograph- 
ically. 


°?9 which have had the responsibility 


The Departments 
for Indian Affairs have not undertaken to do their account- 
ing on a provincial basis. <A method of estimating the 
expenditures for New Brunswick was, therefore, necessary. 

The method used in Table A-23 was based on the per- 
centage of Indians residing in New Brunswick, which implies 


that Indian education costs the same per pupil in ett parts 


or Canada. As well, there is an implication that the age 


o’ These factors would include the negative multi- 
plier when the loan was paid back, interregional and inter- 
netional trade, and. mobility.of,the studentapopulacion. 


$8Great Brigain,s Bratish Noribesmeraca,ActinhSo/, 
SOs 31 sv LC COn tee Cink Ope SO Cn. Ua. 


“These included the Department of Mines and 
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Department of Northern Affairs and National Resources, and 
the Department of Indian Affairs and Northern Development. 


Lie sa bal ae a 
A TA ie " ny 
, ean 4 ne Ee / 7 
Rng ; iad Ae 
} of " 14 iy aro hh AiG a 
A BY y : 
1 ma ,) 


tied sd ovine hatah ote aie dooney 
Thott. pA hepa: Lhal ‘exo2 wr sug Tay prait 
‘ { 


+) 
oP | ‘ 


ae 
i] 


wid bet ama dtpornts Yawop Istoh ie och waar ae 

ve (ok PWodp SELUUAMS pdtaivere sre ¥o% spent 
to Hote bvota, sH4 Hobylonk wFEt didnpqess “ptaT 80 sal 
eognse Lareiehtess, bevadvad aobieb enor nt Ho Llw’ pindL 
TWYEXPSIO hewse YLSULW, PAS, Sates? Baw valteluqog sd 
jienedert ett ied excl at siietw ee 


eer as ie 


Hitt bo Ae ob oF Addi eapnin ton avedt wade TPA 4 


cA 
o¢@ 


nye wy; j te } ; oe ba ri it j Rin A ‘ 2 i oad is minded: ah 
ava re: wale IO S07 - iu 0 3 — > ' Z vy : ee) sie Mi “5h we vi wod a 
‘te@ oh) om boved aw E2-A olde ako bede bod am oat 


aus tam wiginw  deiwecura well al oidbzees ene tbnt to 
pe 
cited ble wet Sl teuw sey gage. off wea notsa subs netbhol F 


age, eas) Jedy, oeite lt both Ag Se eet. tilew oh oybbat aD 


‘om ey vile oe E hao 0 edt shusbaste bivow scauaee soot 
eth bah teaolpsrrotot lost biag-asw angel “ont! 
HOLE TER Ot mat a ay Yo yditidom tne et 


me ee Rison désoM aipst<é. 
asia hia ae sae 


bie eeniM Ic tnomtisqed ait bebe lu 

| no tiereleel bos qihenésides Be on : 
eB the HP anette Bas. at letWAcarve f tordh 
ape 4 i Azar bre en he Fa ‘anibe 1SQs 2, 
ee a? nil i Apte my es 


Roe 


es a. 
va des me) 
7 na ie 


a 


Wf 7 


nae 


; - a _ i ae ; 
| ed A : 4 | : " Z aa ty iq | ay i 
, . ra m ti = ‘ 


a 6 SM oo Ae 


203 


TABLE A-23 


AMOUNT OF FEDERAL PAYMENTS FOR 
INDIAN EDUCATION, 1945-1967 
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distribution of Indians is the same in all Provinces: In 
spite of these implications, this method of estimation 
seemed most reasonable. 

Taole A-23 points out the large increase in expendi- 
tures on tnis function--a more than twentyfold expansion, 
Malt vot #his.taking-placé iin the -dast Live years ‘under 


review. 


iv) Customs) and Excise Rebates 
in cheikh xeise Tak eee section 47a states: 
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De amy Ordanizacion for use exclusively ig the [cometruc- 
CLONOR ta pOULLEIne don, thatyoroamiz atl Cniethat 125. °c0 
be used exclusively or mainly as a public library 
operated on or on behalf of that organization on a 
non-commercial basis, or 

c) a corpotfation wholly owned and controlled by. Her 
Majesty in right of a province that is established 
for the sole purpose of providing residences for stu- 
dents of universities or other similar educational 
imstitutions, for usevexclusively in?the cconstruction 
of such residences, . 

and the tax imposed by Part VI has been paid in respect 

of those materials, the Minister may, upon application 

by sueh) iastistution sy onganigiatlon, Or corporations in 
such form as the Minister prescribes made to the Minis- 
ter within’ two years from the time the materials were 
burcnaseds pay oO sSuCch Listwtution, .organizati en wor 
corporation an amount equal to that’ tax.™ 


Since payments under the first part of this section 


have been made for a number of years, an attempt was made to 
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discover the rebates to institutions in New Brunswick. 
Because the payments decreased gross revenue, they are not 
specifically accounted for in the Public Accounts and there- 
fore the Department itself was asked for ee They were 


able to supply the figures shown in Table A-24. 


v) Department of National Defence 

The Department undertakes responsibility to provide 
for the education of dependents! children wherever the ser- 
vices member is stationed. In Canada, arrangements vary 
according to the circumstances. Where the defence station 
is not.adgacéent to any publicly-operated schools,’ schools 
are built and operated on the stat:i.on by the Department. 
These schools follow the curriculum of the province in which 
they are situated. When there are schools adjacent to the 
defence station, the Department prefers to have the service 
children attend that school. Fees are paid, based on per 
bupEl cost, or the Department of Fanance makes an annual 
grant in lieu of taxes. The Department of National Defence 
SISO pai ola geo Ms tac construction of new schools on the 
basis ofthe proportion of service children expected to 


attend the completed school. 


14. Summary and Conclusion 
There is much that could be said about’ the various 
programs Which are summarized in Table A-25.- One comment 


would deal with the increase in the size of the grants. 
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TABLE A-25 


SUMMARY OF PEDERAL GRANTS FOR EDUCATION 
TO NEW BRUNSWICK, 1946-1967 
(Ine inousandscof Bollars) 
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“Items which are not grants but which act as a sup- 
port to total education in New Brunswick. 


Data not available but program in operation. 

“In thousands of people. 

oT dollars. 

“Canad... Dominion Buxeau sof Statistics, Survey Of 


a 
Education Finance (Ottawa: Queen's Printer, various years, 
1958-66), 1 


aple 4 


Source: Other tables in the appendix. 
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BLOG pr .co per Capita torpl S790 ‘per capita vs a” barge 
increase, cemonstrating the increasing importance of educa- 
tion and the increasing participation of the federal govern: 
Mente ihnecthie runctilons “or education. “lt might be“argued™ that 
because these figures are in current dollars, the figures 
Overstate the increase in expenditures on education. In 
constant dcllars the increase would be smaller. 

Secondly, it is noted that the programs which are 
po@renvoorted hy Grancsercay rebates, Loans; ‘etcc) gained in 
importance during the latter half of the period under review. 
wrrs Was particularly the case during the latter half of the 
period in which the Pearson government was in Ottawa. This 
change has become more significant since 1967 with the shift 
in university operating grants to a new basis involving tax 
rebates. 

An examination of Table A-25 does not readily indi- 
cate the conplicated nature of deriving the figures. Many 
of the federal programs are accounted for only on a gross 
basis. For a government increasingly interested in regional 
PMpLecations “or *redéeral programs, where shoul be “ain “active 
push towards accounting both by function and by geographical 
area. lis does not contradict the "movement lo ~perrormance 
ana*orogdram bUdGelLIing which rs a%stated fobjJeerrve tortie 
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present government. In fact, one of the advantages of 


*2Benson, "Budget Breakthrough," pp. 161-67. 
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program budgeting is supposed to be its usage in determin- 
ation of how much each function contributes to the complete 
program. ~*~ The ARDA program is an excellent example of how. 
PPB budgeting could be used more effectively. The programs 
outlined in the second agreement are broad while within eact. 
Peoad func LON, SOeCitiLG TUNCTLONS SUCH ase retraining (edu- 
Maeron) could be Carried out.” "No’analysis seems to have 
been done which would indicate the contribution of component 
functions ~o the total program purpose and in fact any analy- 
sis is stirled by the accounting system used for public pur- 
poses. 

It will be noted that comparative data from Statis- 
tics Canada has been provided for the years in which that 
was available. Some differences will be noted. First, 
Table A-25 does not include expenditures for the Department 
of National Defence while Statistics Canada distributed 
these experditures to the provinces in some years and 
includes them in a category "Overseas and Undistributed" in 
other years. The Department of National Defence does not 
account for their expenditures by province which explains 
their absence PPO Table A-25. 

The second aspect in which Statistics Canada data 
differ from-Table A-25 is that Table A-25 constitutes a 


broad defimaatvon-ofeeaucation while Statistics Canada has 
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4erber, Modern Public Finance, pp. 116-17. 
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feetied wielr Cdtarlo sean Wiel» Portal Education Von iy, 
which they define as follows: 
all elementary and secondary education, teacher- 
training and higher education in universities and col- 
Peqes. SE taccountse for *"auk “but / "se... or total *educa~ 
tional expenditure in Canadas. 
BevonCedex derinitaon woe) in Table A-25 is useful in dis- 
cussing the role of the federal government in the total edu- 
cation picture for the federal government has tended to 
avoid interference in the "formal education" function, 
partly due to the BNA Act restrictions. The result is that 
Biewotetastics Canada figures have tended (particularly an 
mee Vue cans) vOvuncerstate the federal role inveducation 
expenditures. 
In 1967, the federal government changed the finan- 
cing arrangements for post-secondary education in the 


49 Thaiss Act 


Federal-Provincial Arrangements Act (Part II}. 
provided for a fiscal transfer to each province of equalized 
tax abatements (4 per cent of basic individual income tax 
andi per.Gent«oiacorporation taxable income) and a cash 
payment of either $15 per capita (escalated annually accord- 


ing to the national growth rate of post-secondary education 


operating expenditures) or 50 per cent of post-secondary 


eer ene os 


Tt anada) Dominion Bureau of Statistics, Survey of 
Education Finance, 1965, p. 14. 
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education operating expenditures incurred in the province. “© 


Although conditional grants to the provinces under the Tech- 
nical and Vocational Assistance Act, 1961 were scheduled to» 
expire in 1967, interim arrangements were made to allow 
provinces =o exhaust $800 per capita of the Sue ane aged 
Proceen tO tinetecn in b96l in capktal grants. As well, the 
federal government agreed to take over the full cost of 
training a..lowances and programs for the occupational train- 
Peo, aqults.. 

Alvhough this review of recent arrangements is 
Pecescadrily DrLlef, 1t 1s) andicative of the fact that the 
federal government did not feel free to abandon what had 
been established between 1946-67. What it does constitute 
is a movement away from strictly controlled conditions while 
maintaining one major condition--that the grants be adjustea 
according to increases in post-secondary education spending. 
The recent arrangements do not, therefore, change the basic 
GITectLon OL) this study . 

46 post-secondary education is defined as "any course 
of more than 24 weeks which requires the attainment of 
jUNLOr Matriculation itor admission and which has been certi- 
fied... .* and) the operating expenditures) arev.definedito 


exclude all capital expenses, student financial aid, and 
certain ancillary services. 
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APPENDIX B 
NEW BRUNSWICK: A PROFILE 


In order to gain a full understanding of the hypo- 
thesis advanced in this dissertation, it is necessary to 
bring together a number of economic and demographic charac- 
teristics of the Province of New Brunswick. Of primary 
importance are the people who live there. Several charac- 
teristics of the people will aid in understanding the prov- 
ince--including age profiles, educational attainments, occu- 
pational breakdowns, and a breakdown of industrial struc- 
ture. Secondly, there is an interest in the geographical 
characteristics of the province, including natural resource 
endowments (the distribution of the population within the 
peovincee, eve. Rie Finally, of majom importance i.s the: income 


profile for New Brunswick as compared with other provinces. 


1. The People 


Numerous characteristics of the population are rele- 
vant to any discussion of educational expenditures made by 
and for that province. The federal government tends to take 
into account yonhy twojsenanely, the total population livang 
Withitr a Given Jurisdiction in a Given year and the total 


number in any given age group residing within the province. 
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TABLE. B-1 


TOTAL POPULATION: NEW BRUNSWICK AND CANADA, 
1946-1967 
(In Thousands of People) 


New Brunswick 


Year New as a Percentage 
Brunswick Canada of Canada 
1946 iow 1 CO? GINS, 
1947 488 1 es Cra, 
1948 498 P2yeeo cee 
1949 508 Lo aa SHO 
1950 eWupee NC RAY fie Care 
L951 DL LAROCD Sui 
lecoes O26 T4439 HKG) 
JRE SIS De 1a B45 S.6 
1954 540 POoseer One 
lute. oa f Temes CHES 
he OY: Slee. £600. oO. 
OD 7 062 16,640 ees 
1958 oy fal 7G US) Oi 
oo aia A pee CES 
Lou 089 Ai ager... airs 
1961 Oe): LS 5255 CUE: 
L962 GUD TS2 O50 oe 
EO 609 Le 9 ek Sree 
1964 oul! Fo 290 Ca 
L9Go (ouas: 19 644 rs, 
1966 Old 205 Oe esa 
L967 619 20.,405 Sue) 
“Population Statistics are ToOmgune. 
source: Canada, Dominion Bureau of Statistics, Canadian 


Statistical Review: Supplement (Ottawa: 
Queen's Printer; 1963), Table 2, and-Ganada, 
Domini On Bureau Of (So lauNustics . Census Div isin. 
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Canada, (Ottawa: ».Queen'sPrinter, various 
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years, 1946-67). 
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Table B-l sets out the population for New Brunswick, 
both in terms of absolute numbers and as a percentage of 
Canada's population. It will be noted that although the 
population in New Brunswick is growing, it declined rela- 
tavely wo -thatfot Canada from 3.9 per cent, togs.O.per cent 
between 1946 and 1967. .One means of distributing grants 
would be tc use a per capita base, which means that New 
Brunswick in 1967 would have received 3.0 per cent of fed- 
eral funds for education. 

The-age distribution ‘of “the population cansindicate 
the fiscal needs: of the province (it is one variable amongst 
many). Tables) B-2 and B-3 demonstrate ‘the ‘age breakdown in 
absolute and proportional terms for New Brunswick and 
Canada. A careful examination of these tables shows that 
New Brunswick had a considerably smaller proportion of the 
popesetion im the productave ages (20-64) than didiCanada 
while at tre same time it had a larger proportion of the 
populatzon in the, ages, when, schooling. Te lusuariny-demanded 
(5-24). 

Of importance also is the geographical :dustribution 
of the population. The geographical distribution can be 
seen in Tables B-4 to B-6, and it will be noted there that 
the percentage of New Brunswick's population that could be 
Classedias "urban" was considerably smaller than for’ the 
whole of Canada. Some counties were even more pronounced in 


their rural’ nature., ihe lack’ of “tural” population makes 
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TABLE, B-4 


URBAN POPULATION: CANADA, NEW BRUNSWICK, 


NEW BRUNSWICK COUNTIES, 
CENSUS YEARS 1951-19664 


Canada 


Thousands of People 


8,628.3 LO}, WA. 9 18 706. 4 ae 226. 


8 


New Brunswick 220 Dye 21. O Buea, 
Percentage of Population 

Canada 6.4 66.9 69.6 43.6 
New Brunsw-_.ck ri eae | 44.0 461.5 EO) Ge 
Counties 

Albert le 47 CM 39.. 3 
Carleton 2D. 4 ere elt 2A AG 2a. 4 
Charlotte 40.9 AD. S BA. lk 24s. 2 
Gloucester: 9.8 Eo? 19.9 83.3 
Kent . 2 ASE 10.9 LA. & 
Kings S26 39-6 BO Z SG. & 
Madawaska B.S So. 4 Ase, A. AG. 2 
Northumber-_and 25.2 20.2) E0ed BP ® 
Queens At A 9. 8 ee oy: 24. & 
Restigouche Ary S AyD yl 2 oe 
Se. John 98.1 98.0 Sak 86. # 
Sunbury L386 14.7 oh Mp Gb. 3 
ViiteGtornia 20). & 2ore 263.6 2a 
Westmorland oy ne G25 60.9 @i. 4: 
York 48 53 ire®) ae. © 60.8 

“The definition of "urban" used by the Census Divi- 


62,081 Ss ,‘a.b 1 
Of wi:, OOO .and 
census metrop 


Source: 


persons residing in.cities, towns, and.village 
overvas well as the population of all-parts of 
olitan areas." 
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CaleulLatedhtrom Ganade,;aDomunion Bureau «oh Sta- 


LUSTiCsyiGensus(Division, i Census Of iCanddd. 


a as ee 


1951-(Obeawa ta. OQueen' so. Priater) -1Volad! «. tabhe 


15; Canada, .Dominion Bureau.of Statistres,, Cen- 


sus Division, Census of Canada, 1956 .(Ottawa: 
Queen's Printer), Bulletin 1-7, Table 1s caniG 
Canada, Dominion Bureau of Statistics, Census 
Division, Census Of, Canada, 1966 -(Ottawa: 

Queen's Printer), Bulletin ly (l-e8).) Baple io. 
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TABLE B-5 


RURAL NON-~FARM POPULATION: CANADA, NEW 
BRUNSWICK, NEW BRUNSWICK COUNTIES, 
CENSUS YEARS 1951-1966 


EC Nn ON rt 
LE LO LLL LLL LL LOLA CL OO A TET ITS Ce LOE AR SS psn Neenbs ewmneonny meee omaeenaennean nen 


Thousands of People 


ore AL. [Se Re EE i A Oe I A GSS SSN 5 iy 0 0 Re OF he PES NS ip 

Canada 2y0G 4 PTB i ie 2 CA lonoreal Softee 

New Brunswi.ck 1542.9 MiGs aoe: Daath 2BS 4, 
Percentage of Population 

Canada Publ yt o 16.9 LOEO 16.9 

New Brunsw7.ck PO wal a 26 Ae) AAO 
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Restigouche Qa 2 40.0 eusaege! 
Sie Jonn 145 128 Add ore 
. Sunbury 45.9 GLawe Boe SSG 
Vre toma Aa eG 3S. 2 Be af, oe 
Westmorland 22S 2 ote ore 28.9 
York DOL Zoe elles Si. 7 


“Some of the increase in numbers and percentages can 
besaccountedy for bye a change zn definition of farm” popula-— 
tion. See Table B-6. 
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TABLE B-6 


RURAL FARM POPULATION: CANADA, NEW BRUNSWICK, 
NEW BRUNSWICK COUNTIES, 
CENSUS YEARS 1951-19662 


Place L951 1956 L96 | 1966 
Thousands of People 
Canada DP eOo bal 2 Oo eG 2,012.6 APRS AMR; 
New Brunswick Teo O Dore G2r5 Oss 
Percentage of Population 

Canada 200) LO. 3 lige. 926 
New Brunswick Zor 2oe5 LO Fa one 
Counties . 

Albert 2on2 22. L036 7.4 
Carleton AA Soe 26.8 Oia | 
Charlotte AS, Was Se Diu 
Gloucester 50.9 Bien SP ae: LOE 
Kent Do. A et 2 Steak At eS 
Kings SU eee S24 Pe Rae Leno 
Madawaska DO. 2 Dees 16.4 ae 
Northumberiand = ie re) P43 8.4 5, & 
Queens 36.9 24.23 tel LOS 
Restigouche 2h A 24.6 Ota on 
Si. WORN O23 ie. O74 O53 
Sunbury See) Zoas Dero Ae 7 
MAECTOLIS Sen 2 SoA 2OeaT Lie 
Westmorland ZO Come 7.9 Heer 
York a OOg0 Eon a TOS FAS) 
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“prior to 1961 rural farm population was defined as 
comprising “all persons Living on a, farmederined as a hold- 
rng, Onwhach agricuitural yopexathons age n.carriéd tout sand 


which comprises: (a5 Ge 2cres OMeMmone in, Same: Rei Pata t ae 
aeres diaviing: agricultural products lamoeunting tos0a mMagket 
Valueyor $250 or More Im the previous year.” erin, 196). ute 


definition of "farm" was changed to "a holding of, onée.or more 
acres with sales of agricultural products of $50 ox more.” 


Source: Calculated from Canada, Dominion Bureau of Sta- 

HiSsties Census Wav Esion, »\Gensusn0t eGanad a, 
1951 (Ottawa: Queen's Printer), Vol. I, Table 
los) Ganadea p {Dominion cButreau ORiStahesties 5 fCen- 
sus Division, Census 0: Canada, 1956 (Ottawa: 
Queen's Printer), Bulletin 1-7, Table 12; and 

“anaday Jominvon bureau of Statistics, Census 

Division, Census of Caaada, 1966 (Ottawa: 
Queen's Printer), Bulletin 1 (1-8), Table 13. 
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the "rural non-farm population" table more meaningful. 

While in 1966 only 16.9 per cent of tne population of Canada 
was so Classified, 41.0 per cent of.New Brunswick's popula- 
tion was in this category. No doubt some are professionals 
or urban workers with country estates; the majority would be 
rural or "hamlet" residents who derive their incomes locally 
through odd jobs, lumbering, small-town trades and retailina. 
Some possibly do farm but do not qualify as "farm popula- 
ELON’ “by census definition becausé* or insufficient sales or 
agricultural produce or insufficient land holdings. These 
are the very people who do not receive steady or large 
incomes. 

There is a trend away from ‘an agriculturally- 
dependent population towards greater "urbanization" and 
greater numbers of rural "non-farming" residents. However, 
this trend from rural to urban may or may not be the assis- 
tance required to upgrade incomes and economic growth. 

socially andgeconomicallypthe distribution of the 
population by language may have some effect. This material 
ie presented in Table B-7. It will be noted that New Bruns- 
wick approximates Canada in language while the counties are 
varied in the predominance of one language or another. 

No analysis of the population would be ‘complete 
without an examination of the educational attainments of the 
population. Tablé B=-8 sets out in cumulative percentages 


the educational -attainments of the population of five years 
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TABLE B-7 


LANGUAGE DISTRIBUTION, CANADA, NEW BRUNSWICK 
AND NEW BRUNSWICK COUNTIES, 1961 
(Percentage of Population) 
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pre ce English English ar enon 
Only and French Only Neither 
Canada O74 eee To es 
New Brunswick 20 boa) oe Oi 
Counties 

Albert 97.44 2A Oe: 

Carleton Oia. ect Oral 
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Kent RS WeS) Bas 0 45.7 Oa 
Kings Oe. 20 Oia Ort 
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Sa.) Gain Oe S.0 Rey! O42 
Sunbury S669 Ashe g des Ore 
Victoria Ssh’, Oe 2 AS PS) On 
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Sourcess Calculatediirom Canada, Dominion Bureau ot Sta-= 
tistics, Census Division, Census of Canada, 
1961 @0trawa: | Queents Printer), geulletinil.2-9, 
Table 66. 


Hf ie i" ariites 


Maras: ate . <i ie 


aya 


AON | a so. ; 
GCL” 2a oa 
(io heekti a ee laa. 


LAG Sn CREE ye eer Perea ‘ :' i 
paar Re he A ao Ne en a rt Oa nw ee Rtn ge 


i x oe ow: 
i7GAay 4 ete ee 

it ‘ _ » ns 
ae f > SEBS Bn 4 
“6. ~~. nea es gy ede tool “* 
Leet o. 

‘ a's A ah « f 

\ fm | i? | 

— ae —- 28 a we gh Get o~ ee 2 o> 6b Se Qa eo we ep {year sre i aaedd 


eet. taigd 


See ee eet ep eee! Se 


ee ee 


pcos a ee 2 as i" 
cottag ee ene 


>t : “0 SE z ; 
ey “S ij ‘ 
- 7 » 
ol +): se, ’ ; » . 
' : vn fy 


2209 


"vL eTqeL 
"T UlLteL [Ng “(seazUtag s,uaend EMEII0) T96Te"epeues 70 snsus5 
ore ensues) “Ssotistieis so neering uoTuTWOg ‘epeuey WOT payernotTeg :e0rnos 


en Ene Oe ee 


€° V6 0°68 €*OG CgOt ome) ee) we FLOR 
ae © 8°S8 Cay. 6° SS ser Co re PUR TIOWZS 3 
G°68 O eel: GSE Sse] ane O°” eae BTTOPOTA 
T2316 Saco 6° v7 G°6T ee Cie a tga AINQUNS 
o V6 C°68 G°EG 8°62 Vel O°G OFC UO ls +3 
L°S8 BOL GnGe Geo | ow 1 Cu SYyonohTisey 
ESEG6 Ses 0° OV Os | Gwe: 6°S oO SUBONS 
6°06 etek Cw 20 1 VG tie oa) pUeTTSqunNyzyTON 
9298 © 769 Gaoe ee om V -OT oe Cee ES eMepewy 
O°v6 G°88 Vqov SG Cag Les Gee SOUTY 
gv oe R°CO LO: Cals SO veel G*O SUS> 
9°V8 Cae? SiG SOT O*7 VLC Gti | 1S PSO DUO TS) 
LVS © 06 Vv Eev VSS Cw Tee? eT FTPOTIEUD 
TSE6 VPLS OW? Gace epah jake Ge-T UoFoTTeO 
tee 6 v°88 8°67 & ° 8S 0°S8 ee eel: +120 1 


a eS ee ee ee ee 
Set zUNOD 
aa ee 


T° T6 6°08 Sehr. eLec 8°9 Cute jet yYOTMSUNTG MAN 
Cav G* 98 9° OG 6°66 O27 L°G GG epeued 
ee Re 
us Tebsrsputy S2leoA CG Lesh T szeak ¢ Sieoh -G swosS 2er6beq 
a ag re te ce See, ee ae ee ee 
Tooyos Azejuseue Ty yoouss Azepuoccss AV TSISATUQ SOT a 


Se Gee pens ap ge a er Ec an ET 2 

7SesT Ve HuTAey dq pue sreex aaty uot YeTNdog fo ae6ezusoreg 

a 
T96T “SHILNNOD MOIMSNAYE MSN GNY WOTMSNNYS MAIN ‘VAVNVO 

‘ddAO GNV SHVHA SATA NOTIVINdOd s0 INSWNIVLIIV TWNOTLVONdA 


ees 


o-d. a 1dVvl 


. 
‘. 
‘ 
o, 
G, 
by 
’ <* 
a a! 
. ¥ 
* 
Ome S") 
wn Oe 
9 
af 
* 
Hn¢ 
> 
auf 
- 
mii é 
J 
ra 


PE mc gn a 


—"% 


i 
j 
\ 


v 


‘ 


id 


4 


ts 


a hyn ih ot iin cs eee ores | 


. + f * > ” * 


88 see BER | 


Se te ey OF Orne opp 


iz En by OTS oe 
1.e ery Oh) 44 ty OS a> oy heey OB 


) ¥ a) ¥ > = 
Py ‘ ‘ 4 » | ® , 

‘ a’ > (% Yn yhitee | hes ' PS Ming be us Ke 
, Fy. or CY, | ‘ Bic it Ge a 1" a y 


OTs ~ Satie) 1 Ot 
‘ ; i ’ . * « » . * 
rte <, ) Me OR? nes tk 

hs WY lf Fe ee YS ban ¥F 8) VY 


C2 DHE treat bens 1 eb baa 
tye Ly EON testis et 


i Cer eaen AM yao om ths bee Pion! 
vs 


by 


Syn hee hn tye bo 


St 


2% 
oy » 


es 


226 


and over not presently (1961 census) attending school. This 
was done for Canada, New Brunswick, and each county in New 
Brunswick.. It will be noted that 8.9 per cent of the New 
Brunswick population five years and over had had no school- 
ing, and this is considerably greater than the 5.8 per cent 
of the Canadian population in this category. Some of the 
counties show evidence of up to 15.4 per cent of the popula- 
tion with tno. schooling. 

In Table B-9, the figures for those attending school. 
are set out. Here, a comparison with other provinces is 
also of inverest. This will be found in Table B-10. The 
two tables show the school attenders as a percentage of the 
population five years and over and as a percentage of the 
school-age (5-24) population. As well, the school attenders 
are broken down by education level which gives some indica- 
tiomnmas fto.the @relative fiscal reduirements (qiven thet ehie 
higher the level of education, the more costly it is to pro- 
vide one child-year of education). It should be noted that 
the tables do not represent a proxy for drop-out rates for 
the population age .groupinds may very-.) The sablesJaiso 
avoid any reference to the desired levels of school attend- 
ance. 

An analysis of the population must include an analy- 
Sis of the labour force. | Pamticapatlensraies areximportant. 
They can be an indicator of underemployment of human 


resources Or an indacation of the 1ack-of, opportunities. 
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since they are based on’the population fafteen) years of age 
and over, many who are in school or ee are included in 
the base, and normally a student would not be considered 
Underemployeds | It isipossable,’ therefore, to observe that 
the participation rates, while measuring the employment of 
human resources, also measure other onnicey 

Table B-l1l-sets “out the Labour “force: participation 
rates for all provinces and Canada, both as a percentage of 
total population and as a percentage of the population fif- 
teen years of age and over. In both ways, New Brunswick has 
lower rates than most other provinces (Newfoundland is not- 
ably lower than New Brunswick). As a percentage of the 
population. fifteen years and over New Brunswick females had 
ther nioghnest participation rate in the Atlantic Provinces, 
but the percentage was lower than for other Canadian prov- 
inces. 

Table B-12 divides the labour force into individual 
occupation categories. The differences are noticeable in 
that low-education (labourers, fishing .and trapping,. and 
Noe canee accounted) tom a Significantly Larger par om the 
male labour force in New Brunswick as compared with Canada 
while high-education occupations (managerial, professional, 


commercial, and finandial) iconstituted a significantly 


a se men ee nie ca ee eee ae ot 


i This is particularly true for New Brunswick, for in 
Table B-2 it was seen that New Brunswick had considerably 
fewer people (percentage-wise) in the 25-64 age group out of 
which the labour force is drawn than did Canada. 


Lats es a - 

7 , { a 

y 7 mi A an 

4 | f hak t ie 
oe. a yew i L ah } 
4 « iu gs j \ J 
} 16. me er 

‘ ae, ‘ 


me Ty ekeay onan) wabsalaigia & eit 


Py cpr t isis NG i ad aan vex “tm ‘tagsis ye int 


| ie, 
ho y oD tana Reb Roe batyie Insbusa e 


=e 

. ec . Tv0dsiy BNF THO- es 

uy ‘ a ’ o i. nde 7% 

Pra Tee ee Dae , > J | ‘ epee t oe Oe 
" Bi ene Oe ne nied fae 
4 ; add 4 Pm Peal iM bia Levey 

‘ 

fiche Paul twa VOR ride 


a | yt Fa) 3 a ee iy fi ys efx want wel ‘as 
sti! sat waned oy LEVO Te 2 HER. abs2Ee 
VE SORE LSA. onde 0UL ater ees Sn 

te heede 2aelo: “1O> Aw sein L pani agit 


Lyubivicty ) Ge kt Miet awaded ats) See P 


5 ‘We ; he 7 a 
fy a, at 
CL otter nit. eoogset Tih: SAT i atm adi nos 


' j bed 
may, 1s 


‘ 
1 &\ 
= a“ 


“Sabie de smi mages | “il ino. Ringke 5 nok 
-wichg as iw ‘Bordelon ne sotwatent whi nt 
ponte caine \Lsltevsasn) env Aiedudso ans 
| voimapiitog> i? w bodhd teehee coe 


hid Geet ies ome Aor’ eho L) Ao e: 


ne 


230 


SPeoTdeL “Clr 2. Ulte Tine (os utid S| Ulan ee Ga Oe 
“SPpPUe 10 SNSUSD “UOLSTAIC Sisley “SOTIST IETS 16 Meomng uc tuto eueue, -oo2N0sS 


-etTdosd jo spuesnoug UT, 


eG VES G°vL Woe GS Cae V°TSS oO vig eTQWN TOO Yst its 
Onske G*O?d 6°08 evs 6-9 Leer te G°T6vV 6-SGe e1teqry 
T29G Bok Cm OL: v°os CSS Cee LE 96s GECOE UBMSYOLEYSES 
OES CVC Veo. Go ome 17 ee, Ceo OLS GC.- BQoPTVUely 
OcGe O29G cialis: L°S8 OS OLY Sa dehy anee Oecce 1 OTILETUO 
GCG T°SS CEC o°G8 Cree Cee (ee oy ak O° civ T DSqanoH 
LSS O*OC eed: Deets aCe OLS soa CI cool yOTMsSuUNTE MeN 
8° V7? 0° 0¢ Car c Ge ic Vv Ot Sea C. Se CnG Ca tCe eTIOIS PBAON 
Or UG janie h a G*°9OL ia: aCe Ve & Vo CG Ver pueTST PteMOA 9IuUTIag 
C8 me alec oe ee eye OC Sct Z*LOT pueTpPUNO FmeN 
SOOUTAOIg 
b6e <_t"0c T:8L. Ore L°Ge. sere fOGaor © G60 6 epeueg 
eset TS6T E964 TS6T 196-4 TS6T ue Ol, TS6T 
So Tewa J soTeW | uoTzeTAdoOg 90103 Tnoget:. - 
Te1OL Fo sbe SOOT ae 
IsAQ pue srese7x -jus0rTeg eB se 
Uds84LITI uotyetTndog fo abe aoro0q mnoqet 


-jUe0Teg & se 90T0J Inogey carey 


— 
nec ne oe ren a Re a NE A A — 


T96T CNV TS6T 
“SHONIAOWd GNV VAVNVO *‘SSLIVY MOILVdIOTLYVd JOWOA UNOPVT 


ee lo Vel 


= 7 > 


i g= q ay iy) AGA = ANZ 
ao ; 


3 ceil a ta 
—— to ees , . 9x07 Ho 
9.0 bn 5 Bsiikcl ~#29 ay zeF 5s. 
: okadey 28 

ayy noiteluge 


a, 


“eo 69 te 


% 


1D 


e122 
——* 

3 aA «eee ee 
ag Se. RO ae a el 


7 . . > — ; =_— ; : f ewe. 26aeneo: 
om , Sista s2f -Fi28 Sau - saepsey ae 


on 


*€ STORI.S T=T°S Weting. *(saqgutzg S,usens. teme79 ) 


‘epeueg JO Snsueg ‘UuOTSTATG Ssnsuay ‘sotistieis JO neaing votutwoq ‘e 


TIGL 


peueg :e0rno0s 


a ee ee 


O-€ GG aml aga €°S LaG Cu om 
eR) Coal GT ome) yao G29 o°6 0°8 
S76 Lae LG BAG One Gov. VG eS 
O2EG 9° SS D°L? OAlG VOT G°8 O°S g°¢ 
o°O c°O e.0 ime) 20 ee Vo oo 
OF Gr O° OT OL 2 Ot Tes 9°S Sia L°v 
oe C'S G*S 6°S Se 8°6 one c°6 
a joes. te ja 8) Gad tr 2, e=9 g Mage 's 
G°S 6°6 v°6 aaa On 7 t VAST Ler 6° BX 
iad —% eos Po 2°06 wT L°0 9°T 
o ° e ° e ° ° e B°9 Wie ik 8°OT GIG 
ome 4 er “ g°z 8°06 pre eT 
838°C i GA 8°S o°6 GaCr VOT See ee 
€°v? DBC AiG G°L?)} G°G Lt 9 On" 6°G 
v° 0% S°ST oof pavT 9°G teed. G°e ES 
Se 6°S oo CS SPs o"6 C22 LS 


PETES TON 
SreINogey 
Teuoslzeg 
BOTAIIAS 
TeToueUTY 
Tetorswwoy 
uotye,Iodsuery 
uoTIONISUOD 

Teotueuday pue 
butTinyjyoe jnuew 
HutArzrenhH 3 Sututy 
but6boq 

bupddesry pue 
fSurzunpy *uTusta 
Tein} [notsrby 
Peat TO 
[euotssagorg 

Tetrtabeuey 
pue Azeyetidorg 


a ee ee eee ee ee 


yoTmsunzg epeuegD YoOtmsunztg epeued yAoOTMSUNITG epeueg YoOtmsunzg epeuey 
MON MON MON MON 


T96T TS6T 


SO rn ST 


aTewsaJ 


T96T TS6T 


STEW 


Feo ee oe a ee ee 
UOT}ENATIASTG shej,usecreg 


uotziedns09 Aq a0r04 ee 0 


T96T GNY TC6T 
*SOIMSNAYG MAN CNV VOVNVO ‘NOTLVdNO00 AG JOUOI wNogvT 


61-6 4 1eVi 


uoT}yeEdnNs90 


Va) f + - 7 " Me Lv 


: , Hie e ' AS _ 2 
’ ; sg ; ee op es 7 , 
“ae peer merrier hhh ie ae ee 


{ 


pe . Te ‘? 
bes a 
we 
; P | My 
: ; o 
5 hye rn) 
: a V" we Oo wm yep ‘ = ; 
ieee uo 
i re ee a . 5 > ae CO GM a 
: ) > vIVS <1 
' 
i | | @- a 
» : ED he 
7 m~ 1 e | at 
7 . re : « J ty 7 y ’ & 
$ } ’ ‘ * “a4 i oF ao 
{ KLyVA ew ted par F . ai 
: ; Vie J . a ’ 
ii 1 to Le 
: as m nap! 
Ae) 212 
’ ‘ -. ,] 
‘J 7 1 & a L. 
< {tye ~i ot 
a oat : tua ee ) “hee 
* * * = Da tT 
\ . 134 9 a3 i> 
| nee ee 
4 H t 7 7 
mm mt bs 
ree fa a 


¢ 
é 
4? 
. 
ce 
apa 
72 


ce 


3: 
Te e 
ce 
spor 
it 
v 


| 2 
: we ; 
reaey ' ‘ we ; 1% ; S * 
! ‘3 i ae 4 
' , . a aap Bate 4 re 4 -y > 
, } * 4 . yan eek ty & aa | " ~ a: 
a ; \ et > <*) ; if fu & 2 ce ~4 : tee e5 
gi} r*% i) rf =: s 
a Bore, 
ey | im + 1 RA 
+ } 7 > ms - 5 
‘ th ' nm Le - ; 
V3 An hs eG) me 4 wie “A Te a © be : 
, ‘ ** » ¥ » . * ’ * * 7) by } eet | a 7 
‘ vOCY 2 GD Pw Chee a >= bw ¥ bt @ b> | AQ re 
| : th } & ‘ ae rs oe 
4 43 : i) wo anit 7 
i. ; on se] ‘ 
_ w . ‘ 
: fy ihn ; oe mi i 
Pins) i) . “Ss a i 4 ~ 
} i ry 2 “tne 
WO, Oe a One “1m wow fe Le G ‘wn ? in ¢ 
4 bad * * * * *. « * . a + e tv a a 
J QI V3 Cu te , ’ ae qaae w i” “) ie) ® q ; 
; | e. ie 


2 - x 

3 
\ 

vr 

b 

2. 
oe 


: i ; ) 
G22 09. 2) "1 WE ep a ia) area 
« . é * A * .- * >» J . ¥ ‘ . 

Oe Oo Oe tg Pek i”. wee 
aad i P 


@ hd 


© 


 eruags pee 


=] 


o* 
SS 


r 
Msros ¢ 
it. 


ye Gy 
Lf 


Aa{ Fe 


Mie PT i322 


hat % 
4 
© 


bth? 
pt od * 
TH. ia 
a’ 
hd = = 


202 


smaller part of the New Brunswick male labour force as com- 
pared with Canada. 

When the female labour force distribution is exam- 
ined, there at first appears to be no eonneeetan between 
educational background and occupational distribution. In 
fact, the two occupational groupings which attract a signif- 
icantly larger percentage of women in New Brunswick than in 
Canada (préfessional and service) are ones where women 
experience few barriers to entry--i.e., teaching, nursing, 
and housework, etc. It would appear, then, that the low 
percentage in some other occupations as compared with Canada 
may be the result of lack of jobs rather than any real lack 
of desire for participation. 

If one were to extend this analysis back to the male 
labour force, it may not be that low levels of education 
lead to greater numbers of men in certain occupations and 
lower in others; it may be the opposite--that fewer jobs 
available in high-education occupations lead to a smaller 
demand for education. Then the question becomes one of 
which is the causal factor--a question which cannot be 


aZnewered fromastatistics talone. 


2. Resources 
The’purpose of this section is tovdemonstrave the 
development of New Brunswick's resources. Since the devel- 


opment of the staple thesis by Innis, there has been an 
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awareness amongst Canadian economists of the importance of 
the natural resources in the development of an economy. 

In Table B-13, the value of production in primary 
industries for selected years is set out. Here it is noted 
that New Brunswick became increasingly less dependent on its 
primary industries. In 1967, only 30 per cent of commodity 
production was of a primary nature (compared with 45 per 
Cenisan @925). ) The!two industries which had the greatest 
relative decrease in the percentage of production value were 
ecricuilture and foréstry (thesvalue of agriculture in cur- 
Tent. dollars was down as well). The andustryowhach ee ead 
its percentage of production value (electric power) is 
Guosceby lived with secondary, andustry, and service “aridustry-- 
both of which became more important in terms of value of 
output. 

Table B-14 gives the reader an impression of the 
relative importance of various industries in providing 
employment in selected years. Trade has gained an import- 
ance as an employer (relative to 1949) while transportation 
nae decreased in importance as an employer. Comparable 
figures for Canada show a similar trend for trade but not 
for@transportation., The onlyindustry in New (Brunswick in 
1965 that was more important as an employer than in 1949 for 
which there was not a similar trend for Canada was forestry. 
When examining Table B-14,. there is a danger that the 


figures may be interpreted asthe relative importance of 
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various industries. Technological change allows for a 
change in the capital-labour ratio and an increase in total 
production... Thus, while the index.of a ‘particular industry 
as an employer decreases there may be an increase in produc- 
tion value. 

Tables B-15, B-16 and Figures B-l and B-2 show data 
for the mineral fndaustry. In Table*B-15, it is. evident that 
mineral production became much more significant in the 
decade of the 1960's. This was particularly true for lead 
mG GZ Fic. «MeL Table B-16, the per capita value of mineral 
production in the province shows the increasing output of 
the industry. Figure B-2 shows the relative importance of 
various types of minerals. 

From these two tables and the figures, it becomes 
evident that New Brunswick has increased its mineral output, 
Dut its resources do} not match -thosesot, say. Ontario, 


Pilperta, (On (brid. skh tolumbi7a: 


Gra Teeccron ss 
Income statistics are intended to measure the econ- 
Omic welfare of fa system in terms of income: produced: Bihe 
dare Most readily 2vailable fom Thece purposes. ar eesuo ge oy 
£6 ambiguities. 4 1 Bs-hoped thatijan examination here of 
some of these measures will indicate at least the directions 


of economic well-being. 
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PER CAPITA VALUE OF MINERAL PRODUCTION, 


Source: 


TABLE B-16 


PROVINCE OF NEW BRUNSWICK, 


1946-1966 

Year Value 

1946 SPIO. OF 
1947 1 Oe 
1948 14.06 
i274) 14.04 
L907. 24.92 
TOOL yg 18.54 
OD 2 cw AON: 
L953 2h. 83 
1954. Zo 09 
1S Ie 2d 
NIE Daw 
1957 Al.14 
LOSS: 2874 )0) 
1959 3 kG 
1960 2089 
Onl on 
LOG 2... 35293 
1S) axe) 46.16 
1964 : 78.89 
WI65y. 131.88 
1966 142.54 


Canada, Department of Energy, Mines and 
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mnesources Mineral Resoureees Divi Sa.0n . ala mnema | 
Resource Development: Province of New. Bruns- 


wick (Ottawa: 


eee eres 


Queen's Printer, 1967), p. 265. 
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VALUE OF MINERALS, NEW BRUNSWICK, 1945-1967 
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i) Average Income 


The Census of Canada develops a series of statistics 
showing average incomes for the non-farm population aged 
fifteen and over. These statistics are meaningless for 
imcLerppovincial comparisons Tithe occupational or’age dis- 
tribution is distorted between provinces. As well, although 
income is defined so as to include earnings from work, 
investment returns and transfer payments, it is unlikely 
that the respondents would reply with the same degree of 
accuracy. 

In the: 196) Census, of Canada,yca (20 per scent. sample 
of the population was surveyed for a number of variables. 
Non-farm incomes were calculated from the data collected in 
the sample. Table B-17 shows the available information. 

Tied at noha OoB lay dO Met represent ir Rue laverace 
incomes for farm incomes are excluded and in calculating the 
averages, those people showing no income have been elimin- 
ated. Thus, a better measure of economic well-being is 


desirable. 


it). Personal, Income 

Another measure of well-being which is available on 
Paccduiar basis is a senies 40 personal income statistics. 
Porsonal income Lavine Total income received by” Lie house= 


hold sector, including not only income originating from 


economic activity but also transfer payments. in L966, 7ohe 
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AVERAGE INCOMES FOR THE NON-FARM POPULATION 
AGED FIFTEEN YEARS AND OVER, CANADA, 
PROVINCES, AND NEW BRUNSWICK 
COUNTIES, 1961 
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latter accounted for 18 per cent of New Brunswick's personal 
income and only 10 per cent of One cootiey Undistributed 
corporation profits are not included in personal income. 
Personal income is thus directly measurable and differs from 
average income in that social insurance CONUrMOULLONS are 
deducted and farm incomes are included. 

Table B-18 shows the per capita personal income data 
for both New Brunswick and Canada on an annual basis for the 
Weaps L946: to11967. It is noted gaat New Brunswick's rela- 
five oositson cid «not improve im. the twenty~two years under 
review. In 1946, New Brunswick had a per capita personal 
income which was 24.8 per cent less than Canada's. By L960. 
New Brunswick's personal income had fallen to 28.2 per cent 
behind Canada's although it had increased in dollar terms. 

While personal income data are one measure ormecon= 
omic well-being, they do not represent a measure of economic 
ACtavitcy. FOreLass Treason, attentaonm LS now, turned sto meas- 


ures of net and gross income. 


iii) Net saecdeGross Product 
Tables B-19 and B-20 show per capita provincial and 


é 3 
national products on a net and gross basis respectively. 


— 


2 


T. N. Brewis, Regional Eccnomic Policies in Canada 
(Toronto: Macmillan Company of Canada Limited, 1969). 


"For a complete description of these concepts, see 
Gardner AS sone Macroeconomic Theory (New York: Macmillan 
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TABLE B-18 
PERSONAL INCOME PER CAPITA, NEW BRUNSWICK 
AND CANADA, 1946-19672 


ner nn A AAO A SS 
aS 


New Brunswick 


Year New as a Percentage 
Brunswick Canada of Canada 
1946 $- 594 corm ect 7 ok 
1947 596 Bid Tao 
1948 oa! 928 68.6 
1949 646 940 Gionel. 
1950 680 979 69. 5 
mo 142 A ge eB erewes 
OZ ie es Lage as 64.2 
1953 tel BS 04.9 
1954 806 W205 66.9 
1959 S23 Ape iii 60.9 
1956 895 econ ye ae’ 
oe ayy SD IS: VSS8sS Oats 
lie le. 947 1,445 Co. 
1959 985 1,409 OGe 2 
1960 1,048 1,534 68.38 
1961 1,064 1,564 68.0 
1962 ee 4 A GOW 66.8 
1963 vO. 7D 66.8 
1964 1,272 lero 69.8 
1965 Lee 2S) Losers 14.6 
1966 Psy os Doe ia 


196% 160 | PANE RES) ae 


akevisé®d data for Canada are available in Canada, 
Dominion Bureau of Statistics, system of National Accounts: 


a 


National Income and Ex enditure Accounts, 1926-1968 (Ottawa: 


orca PETERS AE A ATCO BSI SOE COCA ALE A 
—— en ee 


Queen's Printer, 1969), but the corresponding revision for 
New Brunswick is not available. Thus) thee OLdeSerite ces 
used here. 


Souree: Canada, Dominion Bureau of Statistics National 
Accounts: Income and Expenditure (Ottawa: 
Queen's Printer, various years, 1946-67) , 
Table 29. 
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The difference between the two is depreciatvon: Thus, net 
product is "the output of consumer and government Goods, 
plus the net increase in [the] stock of capital gqoods--new 
production of) capital goods in .excess of replacement"” while 
Gzoce producuis “the outpuy of true" finale goods. plus the 
production of new capital goods."® 

Pos New Bee cle. the calculations ole me Ueprovin- 
cial income and gross provincial product are found in Table 
pears! Since these figures are the only ones available, 
they are the ones that have been used to ca Woulatreetnie: per 
pepiva data in Lables B-19 and B-20. 

An examination of Table B-19 shows that New Bruns- 
wick's gross provincial product at market prices One per 
capita basis rose by 204 per cent batween 1946 and 1967 
while Canada's rose by 216 per cent over the same time per- 
S00.) Agalg@, as, for pen capita personal income, New Brunswick 

“The deduction of an allowance for using up machine 
services avoids double counting of final output and capital 


goods. - Over a period of time, the, pet. product adds up to 
the sum of final output but takes into account the volatil- 


ity of investment activity and thus more accurately measures 
year-to-year fluctuations of productive activity. 


“Ackley, Macroeconomic Theory, p- oly. 


ibid. 

‘For the reasoning behind Table B-21, see ee we aS 
Gupta, An Approach to a Social Accor ate ee for the 
Atlantic Provinces, Research Paper Nove (Precerictvon, Ny bos 
Pacearen Centre, Atlantic Provances Economic Council, 1966), 
elerger eer . 
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Gad net maintain its, posit@omtwith respect to Canada.” if 
the percentage increase in gross product is considered (not 
on a per capita basis) the increase for New Brunswick was 
294 per cent while for Canada it was 424 per cent. This 
aggregate growth comparison makes the disparity between New 


Brunswick and Canada seem even greater. 


4. In Summary 

The basic purpose of this appendix is to examine 
various aspects of the attributes which ContEipuLre to the 
economy of New Brunswick. The main picture has been one of 
deterioration when compared with Canada in numerous impor- 
tant attauboures.. 

A summary of resource activity within the province 
is included in the appendix. Figure B-3 graphically summar- 
izes the location of the natural resources and transporta- 
tion systems within the province. No attempt has been made 
to estimate the demand or supply of the natural resources. 
Knowledge about the supply of natural resources would be 
necessany to determine whether resources act as a constraint 
to growth. 

In terms of the model in the thesis, the purpose of 
the appendix is to provide information about New Brunswick 
growth. The latter section on various measures of well- 
being and production is important for this purpose. Although 


$t is evident that personal incomes lack meaning as a proxy 
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for production, they are valid for comparisons of standards 
of living and consumption capabilities. As well, economic 
growth will be evidenced by an increasing level of personal 
Sncome. The most important measure of output, however, 
remains the gross national (provincial) DrOdUCt Wi cheac 
Pound ini-Lable B<21. There are-several factors not con- 
sidered in calculating gross products, but only when these 
factors vary between regions or receive varying treatment in 
calculations do they become a problem when making, compar u- 
Sone. “thus, the data provided) here permit an examination of 


growth, although they are subject to ambiguities. 
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